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I.  Terms  of  Reference 


The  Inter-Ministerial  Task  Force  on  Foreign  Ownership  of 
Agricultural  and  Recreational  Land  was  established  by  request  of  the 
Policy  and  Priorities  Board  at  its  meeting  of  February  26,  1974. 

The  Board  requested: 

1.  That  the  intef-rainisterial  Task  Force  be  set  up  to 

supervise  the  collection  of  data  on  non-resident  ownership 
of  land  in  Ontario,  with  specific  reference  to  the  following 


i) 

the  total  acreage  of  prime  agricultural  and 

recreational  land  held  by  non-resident  individuals 

and  public  corporations; 

li) 

the  total  acreage  of  lands,  by  geographic  area, 

owmied  by  non-residents  for  land- intensive  tourist 

operations ; 

iii) 

an  estimation  of  the  land  holdings  and  the  market 

value  of  land  held  by  corporations  holding  licences 

in  Mortmain  or  operating  under  extra-provincial 

licence. 

In  this  connection,  the  Board  also  requested  that  officials 
of  the  Ministry  of  the  Attorney  General  and  the  Minister 
of  Consumer  and  Commercial  Relations  examine  the  possibility 
that  existing  laws  dealing  with  land  ownership,  e.g..  The 


Mortmain  and  Charitable  Uses  Act  and  The  Conveyancing  and 
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Law  of  Property  Act,  as  amended,  could  be  used  for 
Government  monitoring  of  corporate  land  holdings. 

iv)  an  examination  of  lands  assessed  as  farm  land 

to  determine  the  extent  of  non-resident  ownership; 

v)  the  total  acreage  of  land  previously  sold  or  presently 
leased  to  non-residents,  by  area,  from  the  Crown  Land 
base. 

2.  That  the  Task  Force  be  co-ordinated  by  the  Ministry  of 
Treasury,  Economics  and  Intergovernmental  Affairs,  and 
include  representatives  from  the  Resources  Development 
Secretariat  and  Ministries  of  Natural  Resources,  Agriculture 
and  Food,  Revenue,  Attorney  General,  Consumer  and  Commercial 
Relations . 

3.  That  the  Task  Force  give  further  consideration  to  the  kinds 
of  studies  that  might  be  undertaken  as  a  basis  for  future 
Government  policy  to  regulate  non-resident  ownership  of  land. 

A.  That  the  Task  Force  report  back  to  the  Board  on  the  most 
appropriate  approach  for  developing  an  ongoing  mechanism 
for  monitoring  non-resident  ovmership  of  land  and  other 


real  property. 


L  ■'  w.’. 


r  .  ■  *  t-. 


X 


•h 

i 


-3- 


II.  Comparative  Governmental  Positions  on  the  Control  of  Non-Resident 
Land  Ownership 


A.  Policies  and  Legislation  of  Other  Provinces  and  the  Federal 
Government 


1.  General 


With  the  exception  of  Prince  Edward  Island,  which  regulates 
the  disposition  of  provincial  land  to  non-island  residents ,  and 
Saskatchewan ,  which  regulates  the  sale  of  agricultural  land  to  non¬ 
residents,  there  is  no  provincial  legislation  restricting  the  sale  of 
private  land  to  aliens  or  non-residents .  Most  Provinces,  however, 
regulate  in  one  form  or  another  and  in  varying  degrees,  the  disposition 
of  Crown  lands  through  law  or  policy.  In  Ontario,  Manitoba,  Prince 
Edward  Island,  Alberta,  and  British  Golumbia,  this  regulation  affects 
aliens  or  non-residents  specifically.  In  Nova  Scotia,  the  law  requires 
the  disclosure  of  the  land  holdings  of  all  non-residents. 

The  federal  Canadian  Citizenship  Act  (Section  24} ,  empowers 
aliens  in  Canada  to  acquire  and  dispose  of  personal  and  real  property 
in  the  same  manner  as  Canadian  citizens .  The  federal  Foreign  Investment 
Review  Act  has  empowered  a  review  agency  to  examine  acquisitions  of 
Canadian  businesses  if  these  acquisitions  are  to  be  made  by  persons 
who  are  not  Canadian  citizens  or  who  are  not  residents  of  Canada 
and  those  who  are  still  landed  immigrants  after  having  been  residents 
of  Canada  for  more  than  six  years.  Wliile  the  review  process  is  not 
fully  finalized,  it  is  apparent  that  the  acquisition  of  real  property 
may  be  viewed  as  a  Canadian  business.  In  such  cases,, 


the  nature  of 
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the  real  property  to  be  acquired  will  be  a  significant  factor  in 
determining  whether,  in  fact,  a  Canadian  business  is  being  acquired. 
The  guidelines  to  the  Act  indicate  that  the  higher  the  value  of 
the  property  the  greater  the  likelihood  that  the  review  board 
will  consider  that  its  transfer  may  be  associated  with  the  acquisition 
of  a  business.  Specifically,  the  review  process  will  be  operative 
when  either  the  gross  value  or  the  consideration  given,  or  to  be 
given,  in  respect  of  the  acquisition  exceeds  ten  million  dollars. 

2.  In  Each  Province  and  Territory 

Newfoundland 


Little  reliable  statistical  data  is  available  regarding 
the  number  of  non-resident  o\raers  in  the  Province  or  the 
size  of  their  holdings.  However,  these  are  likely  to  be  small 
in  comparison  with  other  Provinces.  At  this  time  there  is  no 
specific  provincial  legislation  limiting  land  ownership  or  use  by 
aliens  or  non-residents.  In  1971,  legislation  was  passed  providing 
that  no  grant,  lease,  licence  or  permit  regarding  Crown  lands 
should  be  issued  to  a  non-resident  company  or  person,  except 
for  an  industrial  or  commercial  development  approved  by  Order- in-Council . 
The  legislation,  however,  has  not  been  proclaimed  and  is  therefore 


not  in  force. 
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Prlnce  Edward  Island 

In  1972,  legislation  was  enacted  to  amend  the  Real  Property 
Act  to  provide  for  a  10  acre  limitation  on  all  land  holdings 
of  those  persons  not  resident  in  the  Province.  At  the  present 
time,  it  is  estimated  that  some  6.3  per  cent  of  all  available 
land  and  11.5  per  cent  of  the  Province's  total  shore  frontage 
rests  in  the  hands  of  non-residents^  and  that  before  passage 
of  this  legislation,  an  additional  4,500  acres  per  year  were 
being  acquired.  This  legislation  provides  that  non-resident 
persons  or  corporations  wishing  to  purchase  more  than  10  acres 
of  land  or  5  chains  of  shore  frontage  m.ust  obtain  the  approval 
of  the  Lieutenant-Governor- in-Council.  There  are  no  formal 
criteria  for  evaluating  petitions,  and  decisions  are  taken  on 
the  basis  of  the  factors  in  each  case  and  the  local  demand 
for  land.  If  the  petition  is  denied,  the  Provincial  Government 
has  normally  chosen  to  purchase  the  land  at  the  negotiated 
price  except  where  speculation  is  involved.  At  present,  the 
Government  views  this  legislation  as  an  interim  regulatory 
device  and  is  giving  serious  consideration  to  additional  control 
measures,  since  there  has  been  widespread  criticism  that  there 
is  still  too  much  land  being  sold  to  non-island  residents. 

A  challenge  to  the  above  provincial  legislation  alleging 
that  it  conflicted  with  Section  24  of  The  Canadian  Citizenship 
Act  and  is  a  law  v/ith  respect  to  aliens^v/as  dismissed  by  the 
Supreme  Court  of  Prince  Edv;ard  Island.  This  decision  was  made 
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on  the  grounds  that  the  provincial  law  fell  within  provincial 
jurisdiction  in  relation  to  property  and  civil  rights,  and 
affected  aliens  only  incidentally.  This  decision  is  now  under 
appeal  before  the  Supreme  Court  of  Canada  and  is  expected  to 
be  heard  shortly. 


Nova  Scotia 

The  sale  of  private  land  to  non-residents  is  not 
restricted.  Legislation  provides  that  the  sale  and  leasing 
of  Crown  land  has  to  be  approved  by  the  Lieutenant-Governor-in-Councll. 
While  there  are  presently  no  legal  restrictions  against  non¬ 
resident  land  ownership,  the  government  is  now  beginning  to 
question  the  sale  or  leasing  of  Cro;^  land  to  non-residents. 
Non-resident  land  ovmership  is  not  considered  to  be  a  critical 
problem  as  yet  in  Nova  Scotia,  since  it  is  estimated  that  only 
5.5  per  cent  of  the  total  area  of  the  Province  and  7.5  per  cent 
of  the  free-hold  land  is  o\^med  by  non-residents,  of  which  36 
per  cent  are  Canadians  living  in  other  provinces. 

Since  1969,  the  Land  Holding  Disclosure  Act  provides  that 
every  non-resident  vjho  owns  or  acquires  a  land-holding  in 
Nova  Scotia,  as  well  as  corporations  owning  or  acquiring 
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provincial  land  and  not  incorporated  in  Nova  Scotia  or  not 
carrying  on  business  on  such  land,  must  file  a  disclosure 
statement  regarding  the  land  and  its  ov/nership.  From  discussions 
with  senior  provincial  staff  members  in  the  Province,  it  is 
estimated  that  this  Act  has  succeeded  in  identifying  approxi¬ 
mately  two-thirds  of  the  non-resident  ovmed  lands. 

New  Brunswick 

No  legislation  exists  concerning  the  foreign  or  non-resident 
ownership  of  land  in  the  Province,  although  New  Brunswick  is 
monitoring  the  situation  closely.  At  present,  it  is  felt  that 
about  3.1  per  cent  of  the  total  acreage  of  New  Brunswick  is 
owned  by  non-resident  individuals.  In  addition,  4.1  per  cent 
of  the  land  is  owned  by  non-resident  corporations,  primarily 
U.S.  pulp  and  paper  operations. 

Quebec 

There  is  no  legislation  at  present  which  affects  the  sale 
of  private  lands  to  aliens  or  non-residents.  Although  the 
sale  of  Crown  lands  is  regulated,  this  does  not  operate  so 
as  to  preclude  the  leasing  of  such  lands  to  aliens  or  non¬ 
residents  . 

The  Government  is  now  giving  serious  thought  to  introducing 
legislation  in  the  current  session  of  the  House  to  control 
non-residents’  access  to  agricultural  lands. 
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Manltoba 

The  Government  viev;  is  that  non-resident  ownership  of 
Manitoba  land  is  not  a  significant  problem.  It  is  estimated 
that  less  than  1  per  cent  of  the  Province’s  acreage  is  ovmed 
by  non-residents  of  Canada.  For  this  reason,  there  are  no 
legal  restrictions  regarding  the  purchase  of  private  land 
by  aliens  or  non-residents  of  the  Province.  However,  the 
Manitoba  government  is  reputed  to  be  seriously  considering 
an  initiative  similar  to  the  new  Ontario  Land  Transfer  Tax 
to  discourage  future  purchase  of  land  by  non-residents. 

The  disposition  of  Crown  lands,  however,  is  limited  to  per¬ 
sons  who  are  Canadian  citizens  ordinarily  resident 
in  Canada. 

All  sales  of  Crown  land  have  been  curtailed  as  a  matter 
of  policy.  Ranch  and  farm  grazing  permits  on  Crown  lands, 
as  V7ell  as  certain  timber  cutting  rights,  are  restricted  to 
persons  V7ho  are  Canadian  citizens  or  who  are  resident  in  Canada, 
or  to  companies  incorporated  under  the  laws  of  Canada  or  of  a 
Province  thereof.  The  disposal  of  oil  and  natural  gas  rights 
by  lease  is  also  limited  to  companies  incorporated  or  licenced 
and  registered  under  the  laws  of  Manitoba. 

Saskatchewan 

There  is  little  data  available  to  estimate  the  extent 
of  non-resident  land  ownership  in  the  Province,  although 
it  is  estimated  that  0.97  per  cent  of  the  agricultural  liind 
In  Saskatchewan  is  owned  by  non-resJdent  individuals.  The 
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greatest  concern  of  the  Government  is  for  agricultural 
land  where  there  is  a  need  to  limit  the  proportion  of  non- 
Canadian  ownership  as  a  result  of  the  price  increases  which 
this  creates  for  Saskatchewan  farmers. 

There  are  presently  no  legal  restrictions  to  the  non¬ 
resident  ownership  of  Crown  lands  in  the  Province.  However, 
on  May  10,  1974,  an  Act  to  Regulate  the  Ownership  and  Control 
of  Agricultural  Land  in  Saskatchewan  was  passed  by  the  pro¬ 
vincial  legislature.  This  Act  limits  a  non-resident  individual 
from  holding  land  with  an  assessed  value  in  excess  of  $15,000 
outside  any  municipality  or  town. 

Alberta 


The  extent  of  non-resident  land  ovmership  in  Alberta  has 
not  been  ascertained.  Preliminary  surveys  indicate  that  1.2 
per  cent  of  the  agricultural  land  in  the  Province  is  owned  by 
persons  living  outside  of  Canada.  A  committee  of  the  legis¬ 
lature  is  presently  examining  the  question,  but  it  is  not 
believed  that  there  is  a  serious  non-resident  ownership  problem 
so  far. 

There  are  no  legal  restrictions  regarding  transfers  of 
privately  owned  land  in  Alberta.  Recent  legislation  restricts 
the  sale  of  Crown  land  to  Canadian  citizens  or  corporations  V7here 
75  per  cent  or  more  of  the  shareholders  are  Canadians.  This 
legislation  exempts  small  parcels  of  land  vjhJch  may  be  sold  for 
commercial  or  industrial  purposes  to  persons  wlio  are  not  Canadian 
citizens.  Where  sale's  are  made  for  these  purposes,  tliey  include' 
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a  sell-back  agreement  which  requires  the  purchaser  to  convey 
the  land  back  to  the  Crown  when  the  land  is  no  longer  required 
for  the  purpose  for  which  it  was  purchased. 

British  Columbia 

British  Columbia  is  experiencing  a  significant  inflow 
of  foreign  investment  for  the  purchase  of  land  in  the  Province. 

No  comprehensive  statistics  have  been  compiled  to  determine 
precisely  the  extent  of  non-resident  ownership.  However, 
because  of  population  pressure  from  the  adjoining  American  states 
on  the  available  supply  of  recreational  land^ and  increasing 
purchases  of  urban  land  by  investors  from  abroad,  it  is 
expected  that  non-resident  ownership  is  extensive  and  likely 
to  increase  in  the  years  ahead  unless  appropriate  steps  are 
taken. 

The  B.C.  Government  has  indicated  that  the  Province 
is  considering  policy  options  with  a  view  to  appropriate 
legislation  in  keeping  with  the  belief  that  legislation 
prohibiting  Canadian  residents  in  other  provinces  from 
owning  land  in  British  Columbia  is  not  desirable. 

There  are  now  no  legislative  restrictions  regarding 
foreign  or  non-resident  ownership  of  private  lands.  With 
respect  to  Crown  lands,  however,  both  statutory  and  policy 
controls  are  in  effect.  The  law  precludes  the  sale  of  Cro\>m 
lands  to  aliens.  Government  policy  confines  the  disposition 
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of  Crown  land  required  for  comincrcial  or  industrial  purposes, 
and  of  waterfront  recreational  land  to  a  leasehold  basis 
only,  V7ith  leases  restricted  to  Canadian  citizens  and  landed 
immigrants.  The  result  of  this  policy  is  that  aliens  cannot  acquire 
Crown  Land  under  any  form  of  tenure.  This  might  be  argued  as 
being  contrary  to  the  Canadian  Citizenship  Act,  and  therefore 
unconstitutional. 

Yukon  and  Northwest  Territories 

Non-resident  land  ownership  is  not  considered  to  be  a 
serious  problem  in  relation  to  the  total  area  of  the  two 
territories.  At  present  less  than  .5  per  cent  of  the  land 
in  the  Yukon  and  the  Northwest  Territories  is  believed  to  be 
o\med  by  non-residents.  Of  primary  concern  is  the  extent  of 
non-resident  ownership  of  recreational  lands  which  are  at  a 
premium  in  the  Territories.  Possible  control  over  future 
acquisitions  of  such  lands  is  one  of  the  key  elements  of  a 
comprehensive  land  policy  review  now  being  completed. 

At  this  time,  there  are  no  legislative  prohibitions  regarding 
the  sale  or  lease  of  territorial  lands  to  non-residents.  The 
Canada  Mining  Regulations  (applicable  in  the  Northwest  Territories) 
and  the  Canada  Oil  and  Gas  Land  Regulations  (applicable  in  both 
Territories),  however,  do  provide  for  a  measure  of  Canadian 
citizenship  and  corporate  Canadian  content.  There  is  also  a 
limited  form  of  territorial  corporate  control  in  that  each 
Territory  requires  corporations  doing  business  in  the  Territory 


The  territorial  power  to  issue 


to  be  registered  there, 
business  licences  could  be  used  to  regular 
use  of  land,  but  there  is  no  evidence  that 
been  applied  in  this  way. 
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B.  International  Legislation  to  Control 
Non-Kesident  Ownership 

In  considering  the  direction  of  future  policy'  pertaining  to  non¬ 
resident  ownership  of  land  in  the  Province,  the  Task  Force  felt  that 
it  was  noteworthy  that  most  western  countries  do  possess  legislation 
restricting,  in  some  form,  the  ownership  of  land  by  foreigners.  Much 
of  this  legislation  restricts  ownership  on  the  basis  of  residency 
rather  than  citizenship. 

New  Zealand  restricts  the  acquisition  of  any  recreational  lands, 
any  farmland  of  5  acres  or  more,  and  certain  islands  to  those  persons 
ordinarily  resident.  This  legislation  applies  to  all  those  who  on  any 
date  have  resided  in  the  country  for  2^5  to  3  years  immediately  prior  to 
that  date.  Both  Denmark  (with  some  exceptions  for  member  states  of 
the  E.E.C.)  and  Switzerland  have  determined  residency  to  be 
5  years  uninterrupted  domicile,  before  which  special  permission  is 
required  to  purchase  land.  Denmark  further  stipulates  that,  in  general, 
to  acquire  agricultural  land  an  individual  must  take  up  permanent 
residence  on  the  property  within  6  months  of  the  purchase. 

Mexico  possesses  stringent  land  ownership  regulations.  Aliens 
may  not  own  land  within  a  zone  of  100  kilometers  from  the  borders  and 
50  kilometers  from  the  seacoasts.  Outside  this  prohibited  zone  land 
may  be  acquired  by  foreigners  after  obtaining  permits  from  tvjo  govern¬ 
ment  ministries.  Such  permits  are  generally  available  only  to  those 
residing  more  or  less  permanently  in  the  country  and  having  the  status 


of  immigrant. 


m 
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The  above-mentioned  countries  also  indicated  that  acquisition 
might  be  denied  if  certain  conditions  beneficial  to  the  national 
public  interest  were  not  fulfilled.  Denmark  specifically  states  that 
permission  may  generally  not  be  granted  if  it  is  considered  that  the 
acquisition  is  aimed  mainly  at  capital  investment.  In  Switzerland, 
a  federal  state,  initial  applications  for  a  permit  are  made  to  the 
cantonal  (provincial)  authority  and,  with  a  few  exceptions  requiring 
federal  authority,  are  granted  or  refused  by  the  canton. 

On  the  international  scene,  the  ownership  question  is  generally 
viewed  as  being  a  problem  that  is  related  to  land  use  rather  than  land 
ownership.  Of  primary  concern  is  whether  the  land  has  been  purchased 
for  investment  alone  and  is  thus  out  of  production  and  idle  (therefore 
not  being  utilized  for  its  highest  and  best  use),  or  conversely,  whether 
it  is  being  maintained  and  developed. 

Legislation  in  the  United  States 


The  Task  Force  felt  that  perhaps  more  germane  to  the  inter¬ 
national  context  is  the  position  of  the  United  States  on  this  issue, 
since  ownership  of  agricultural  and  recreational  land  in  Ontario  by 
non-residents  is  virtually  equivalent  to  American  ownership.  The 
U.S.  has  no  national  policy  on  foreign  ownership  of  land,  but  many 
of  the  state  legislatures  have  passed  regulations  restricting  owner¬ 
ship  in  one  form  or  another.  Again,  the  emphasis  of  existing  res¬ 
trictions  has  been  on  residency  rather  than  citizenship.  In  several 
instances.  North  Carolina  for  example,  states  restrict  acquisition  of 
land  selectively  to  those  countries  which  impose  restrictions  on 
them.  In  Mew  York  there  is  a  reciprocity  requirement  for  alien 
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corporations,  and  Alaska  liinits  exploration  and  mining  rights  to 
aliens  from  countries  where  like  privileges  are  available  to  U.S. 
citizens.  It  is  not  certain  how  such  measures  would  affect  the 
actions  undertaken  by  a  province  on  an  individual  basis.  From  a  con¬ 
stitutional  point  of  view,  both  Illinois  and  Kansas  felt  that  state 
regulations  concerning  land  tenure  would  be  ultra  vires.  In  Indiana 
other  laws  concerning  aliens  have  been  taken  to  the  Supreme  Court, 
thus  putting  in  some  doubt  the  constitutionality  of  all  laws  pertaining 
to  aliens. 

In  summary,  the  legislation  now  in  existence  in  the  United 
States  is  neither  pervasive  nor  excessively  restrictive.  This  is 
especially  true  in  those  states  vjhere  Canadians  are  most  likely  to 
purchase  recreational  property,  for  example  California  and  Florida, 
which  possess  no  such  regulations.  Consequently,  the  adoption  of  a 
restrictive  land  ownership  policy  in  Ontario  may  well  be  viev/ed  as 
a  severe  obstacle  to  amicable  Canadian  -  U.S.  relations. 

The  Task  Force  is  of  the  opinion  that,  prior  to  the  considera¬ 
tion  of  any  restrictive  controls  on  non-resident  ownership,  the 
following  points  should  be  noted: 

.  there  is  a  growing  sentiment  by  Canadians  generally  that 
we  must  be  ensured  of  first  and  reasonable  access  to  our 
own  resources,  both  presently  and  for  future  generations*. 


*  A  Callup  poll  conducted  on  March  2,  197A,  found  that  52  per  cent  of 
Canadians  favoured  legislation  which  would  significantly  restrict 
and  cont.rol  foreign  investment  in  Canada.  Fifty-five  per  cent  of 
Ontarians  polled,  the  largest  peu'centage  in  any  region  of  the 
country,  favoured  such  restrictions. 
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.  simultaneously,  there  is  an  increasing  number  of  non¬ 
residents  investing  in  Canadian  land; 

.  other  Canadian  provinces  are  also  giving  serious  con¬ 
sideration  to  the  question  of  foreign  ownership  and  to 
the  kinds  of  regulations  which  might  be  imposed;  here 
again,  many  provinces  feel  that  there  is  a  real  need 
for  improved  land  use  controls  as  opposed  to  specific 
foreign  ownership  controls. 


In  summary,  the  question  of  non-resident  ownership  of  land  has 
been  dealt  with  by  most  countries  in  the  western  world  and  is  becoming 
a  priority  issue  in  most  Canadian  provinces. 


C.  The  Present  Ontario  Government  Position  on 
the  Control  of  Non-Resident  Land  OuTtership 


The  Task  Force  found  that  no  com.prehensive  assessment  of  the 
extent  and  nature  of  non-resident  o\^7nership  of  land  in  Ontario  had 
previously  been  completed.  However,  the  Select  Committee  on  Economic 
and  Cultural  Nationalism  has  recently  identified  this  issue  as  a  sig¬ 
nificant  problem  in  its  interim  report  entitled  Foreign  Ownership  of  Ontario 
Real  Estate.  Its  general  view  was  that  one  of  the  most  pressing 
problems  was  the  availability  of  recreational  land  which  is  becoming 
more  limited  and  expensive  as  a  result  of  non-resident  purchases.  In 
the  long-run,  however,  it  was  felt  that  the  primary  issue  may  be  the 
control  of  industrial-commercial  land  being  acquired  by  non-resident 
interests.  The  extent  of  non-resident  purchase  of  agricultural  land 
has  not  been  on  the  same  scale;  nevertheless,  there  was  growing  con¬ 
cern  over  non-resident  purcliase  of  such  land  for  investment  purposes. 
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Ac  present  there  are  no  legislative  restrictions  regarding  the 
sales  of  priviate  land  to  non-residents  of  the  Province. 

However,  under  the  new  Land  Transfer  Tax  Act  a  20  per  cent  transfer 

tax  is  now  levied  on  purchases  of  land  by  non-residents , 

individuals  or  corporations .  In  addition ,  the  recently  proclaimed 
Speculation  Tax  Act  levies  a  50  per  cent  capital  gains  tax  on  any 

person  selling  a  recreational  property  to  any  non-resident ,  even  if 
this  property  is  his  primary  recreational  property  and  therefore 
not  normally  subject  to  this  tax.  With  respect  to  Crown  lands, 
cottage  lots  on  these  cannot  be  leased  to  persons  who  are  not 
Canadian  citizens  or  landed  iimiiigrants  for  a  period  of  one  year 
after  the  lots  have  been  registered  and  made  available  to  Canadian 
citizens.  No  such  lots  can  be  sold. 


While  the  Province  has  taken  preliminary  steps  to  deter  the 
purchase  of  land  in  Ontario  by  non-residents,  the  Government  has  suggested, 
in  its  1974  Budget,  that  more  restrictive  land  policies  may  be  necessary. 

In  reviewing  the  need  for  such  measures,  the  Government  has,  as  a  basis 
for  possible  policy,  the  recommendations  contained  in  the  recent  report 
of  the  Select  Gomimittee.  The  Committee  recommended  that: 

.  all  future  transfers  to  individuals  of  legal  interests 
in  real  property  in  Ontario  be  restricted  to  Canadian 
citizens  and  landed  immigrants  resident  in  Canada,  with 
others  only  being  allowed  to  lease  such  property  for  a 
maximum  period  of  one  year; 

.  municipalities  be  empowered  to  levy  a  surcharge  of  up  to 
50  per  cent  of  the  real  property  tax  other\.'lse  applicable 
in  respect  of  land  owners  not  ordinarily  resident  in  Canada; 

.  all  future  acquisitions  of  land  in  Ontario  other  than  by 
individuals  be  restricted  to  corporations  or  ventures 
not  less  tb.an  75  per  cent  owned  by  Canadian  citizens  or 
landed  immigrants  resident  in  Canada; 

.  other  corporations  or  ventures  be  entitled  to  obtain 
leasehold  interests  only;  and 

.  Crown  lands  be  only  patented  to  Canadian  citizens  or 
Ian d e d  i mm  1  g r n t s . 

This  rc'port  is.  now  Ijelng  examined  by  the  GoverniiuMit . 
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As  a  background  against  vjhich  any  restrictive  land  ownership 
policy  might  be  judged,  it  should  be  noted  that  there  are  provincial 
statutes  presently  in  use  which  apply  restrictions  to  aliens 
and  non-residents.  Many  require  that  the  majority  of  boards  of 
directors  be  Canadian  citizens  or  British  subjects.  The  Business 
Corporations  Act,  1972,  requires  that  they  be  Canadian  citizens 
ordinarily  resident  in  Canada.  The  Law  Society  Act,  1970,  stipulates 
that  members  by  British  subjects.  Further,  many  of  the  statutes, 
including  The  Loan  and  Trust  Corporations  Act,  1970,  and 
The  Securities  Act,  1970,  require  that  either  the  aggregate  ownership 
or  control  by  non-residents  may  not  exceed  20  per  cent  of  the  capital 
stock,  or  of  the  outstanding  shares  of  a  corporation  and  that  individual 
non-residents  may  not  own  more  than  10  per  cent  of  either  the  capital 


stock  or  shares  of  a  corporation. 
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III.  The  Constitutional  Question 


It  appears  that  there  is  a  variety  of  legal  opinion  v.'ith 
respect  to  the  interpretation  of  each  of  the  federal  and  provincial 
jurisdiction  in  the  area  of  foreign  and  non-resident  land  ownership. 

Relevant  provincial  powers  come  under: 

.  Sections  92(5)  of  the  BNA  Act  -  "management  and  sale  of 
public  land"; 

.  92(13)  -  "property  and  civil  rights  in  the  province"; 

.  92(16)  -  "matters  of  a  merely  local  or  private  nature"; 
and  from, 

.  Section  95  -  regarding  the  concurrent  povjer  over  immigra¬ 
tion  into  the  province. 

Relevant  federal  powers  are  derived  from: 

.  Sections  19 (lA)  of  the  BNA  Act  -  "public  debt  and  property"; 

.  91(2)  -  "regulation  of  trade  and  commerce"; 

.  91(25)  -  "naturalization  and  aliens"; 

.  19  -  "immigration";  and 

.  in  the  circumstances  where  it  would  be  applicable,  from 
Parliament's  general  power  to  make  laws  for  the  "peace, 
order  and  good  governm.ent  of  Canada",  under  Section  91. 

It  should  also  be  noted  that  some  federal  interest  also  arises 


witli  respect  to  Canada's  international  relations  and  legal  obligations. 
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In  considering  the  limitations  on  the  acquisition  of  interests 
in  land  by  aliens  ,  when  a  control  measure  is  directed  exclusively 
toward  them,  there  is  no  jurisprudence  which  would  permit  a  clear 
interpretation  of  the  constitutional  provisions  involved. 

Section  24  of  The  Canadian  Citizenship  Act  now  provides  that 
aliens  have  the  capacity^  to  own  land  or  interests  in  land  throughout 
Canada  in  the  same  manner  as  Canadian  citizens.  This  Act  was  passed 
to  remove  certain  common  lav;  disabilities  which  were  attached  to  aliens 
regarding  property  rights.  The  removal  of  this  section  from  the  Act 
could  create  adverse  consequences  for  the  general  legal  position  of 
aliens.  It  should  be  noted  that  the  Provincial  Government  has  pre¬ 
viously  extended  to  every  alien  the  same  rights  to  hold,  possess, 
convey  or  sell  real  estate  in  Ontario  as  a  national  citizen  might 
have.  These  rights  are  set  out  in  The  Aliens  Real  Property  Act  and 
would,  therefore ,  have  to  be  rescinded  should  the  Province  wish  to 
restrict  the  purchase  of  land  by  aliens.  Several  provinces,  including 
Ontario,  have  expressed  their  concern  regarding  the  impediments  the 
provision  placed  on  the  rights  of  the  provinces  to  legislate,  par¬ 
ticularly  under  Section  92(13)  of  the  BNA  Act. 

In  view  of  both  provincial  and  federal  claim.s  to  jurisdiction 
to  legislate  on  matters  affecting  aliens,  it  is  not  known  how  the 
courts  would  deal  v;ith  the  apparent  legislative  conflict  in  this  area. 
In  this  respect,  the  suggestion  has  been  advanced  that  Section  24 
might  be  amended  to  accommodate  the  concerns  of  both  the  federal  and 
provincial  governments  in  the  exercise  of  their  respective  recognized 


jurisdictions . 
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Although  none  of  the  decided  cases  regarding  Parliament’s 
exclusive  power  over  aliens  are  conclusive,  some  courts  have  indicated 
that  its  power  extends  to  certain  alien  rights,  privileges  and 
disabilities.  It  is  noted  that  while  aliens  are  subject  to  provincial 
legislation  of  general  application,  it  could  be  argued  that  laws 
specifically  restricting  aliens  from  holding  land  on  the  grounds  of 
their  being  aliens  m.ight  not  meet  this  test  of  application.  The  recent 
decision  of  the  Supreme  Court  of  Prince  Edward  Island  upliolding  a 
provincial  statute  restricting  land  ownership  in  the  Province  on  the 
grounds  that  it  affected  aliens  only  incidentally,  would  seem  to  support 
this  view. 

The  extensive  legislative  powers  of  provincial  authority  to 
regulate  land  o^mership  under  Sections  19(13)  and  92(16)  might  not, 
of  themselves,  validate  legislation  intended  specifically  for  aliens. 
However,  it  is  possible  that  certain  provincial  laws  treating  aliens 
differently  from  other  persons  might  be  upheld  if  they  could  be  seen 
as  rationally  related  to  some  legitimate  provincial  objective  (such 
as  the  disposition  of  interests  in  provincial  Crown  lands) . 

At  the  most  recent  Conference  of  First  Ministers  in  May,  1973, 
some  jurisdictions,  including  the  federal  government  and  Ontario, 
contended  that  every  Canadian  citizen  has  a  fundamental  right  to  own 
property  anyA'jhere  in  Canada,  provided  he  complies  with  the  laws  of 
general  application  in  each  province.  According  to  this  interpretation, 
a  provincial  law  singling  out  non-residents  of  the  province  for  different 
treatment  might  not  be  considered  a  law  of  general  application  and 
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therefore  an  invalid  abridgement  of  this  fundamental  right.  It 
has  also  been  suggested  that,  in  some  circumstances,  such  a  law  might 
also  constitute  a  regulation  of  inter-provincial  trade  and  commerce 
and  affect  the  activities  of  Canadian  businesses  vjhose  transactions 
are  inter-provincial  and  Involve  interests  in  land.  Other  juris¬ 
dictions  (Prince  Edward  Island,  Saskatchewan  and  Manitoba) ,  insist 
that  legislatures  have  the  competence  to  enact  laws  respecting  property 
rights  even  if  the  laws  affect  land  ownership  by  Canadian  residents 
outside  the  province. 

Only  one  judicial  decision,  that  rendered  by  the  Supreme  Court 
of  Prince  Edward,  deals  directly  with  the  constitutional  issues 
related  to  provincial  control  of  land  ownership  by  aliens  and  n-'n~ 
residents .  In  1973,  the  Court,  in  an  action  instituted  by  two  American 
citizens ,  upheld  a  provincial  statute  subjecting  to  government  approval 
the  sale  of  land  in  the  Province  to  all  non-island  residents .  The 
Court  held  that  the  statute  fell  v/ithin  the  provincial  power  over 
property  and  civil  rights  in  the  Province  and  affected  aliens  only 
incidentally,  since  its  criteria  applied  to  all  non-residents  of  the 
Province  irrespective  of  nationality.  This  decision  is  being  appealed 
to  the  Supreme  Court  of  Canada.  The  Attorneys  General  of  all  other 
provinces  and  the  Attorney  General  of  Canada  have  obtained  leave  to 
intervene  in  the  argument  of  this  appeal  before  the  Supreme  Court. 
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I V .  Non-Resident  Investment  lu  Land  In  Ont ario 

A.  Factors  Attracting  Non-Resident 

Investirent 

The  Task  Force  has  identified  five  basic  factors  vjhich  have 
been  associated,  over  the  last  10  years,  with  non-resident  investment 
in  land  of  all  types  in  the  Province,  one  of  which  seems  to  be  directly 
contributing  to  the  purchase  of  agricultural  and  recreational  land; 
furthermore,  it  is  felt  that  these  same  factors  will  continue  to  dominate 
the  future  rate  of  such  capital  flows. 

Uncertain  International  Economic  Conditions 

The  primary  factor  would  appear  to  be  the  general  uncertainty 
of  world  economic  conditions.  The  growing  belief  among  individual 
and  corporate  investors  has  been  that  world-v;ide  inflation  will  continue 
to  spiral  for  the  foreseeable  future.  This  has  led  many  to  transfer 
their  funds  from  relatively  fixed  rate  of  return  financial  assets  such 
as  mortgages,  governmient  bonds,  and  com.mercial  paper  to  investments  which 
are  more  responsive  to  fluctuating  market  conditions.  Consequently, 
investors  generally  have  been  favouring  the  purchase  of  traditionally 
stable  commodities  such  as  gold,  silver,  copper  and  real  property, 
particularly  land. 

Inflation  and  Currency  Revaluations 

As  well  as  effecting  a  transfer  of  "kind",  the  General  rate  of 
inflation  has  acted  to  bring  about  a  geographic  redistribution  of  capital 
particularly  as  investors  have  responded  to  the  revaluation  of  certain 
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currencies.  It  is  apparent  that  many  investors  in  countries  such 
as  Japan,  Britain  and  Germany,  whose  currencies  have  been  upwardly 
revalued  in  teras  of  the  Canadian  dollar  in  the  order  of  20  to  AO 
per  cent,  have  channelled  a  considerable  amount  of  investment  funds 
into  Ontario's  land  market.  At  this  point,  it  is  worth  noting  why 
Ontario  has  proven  to  be  such  an  attractive  focus  for  this  investment. 
The  Task  Force  isolated  four  important  and  inter-related  determinants 
which  serve  to  guarantee  such  non-residents  a  high  rate  of  return 
from  their  investment  in  land; 


a) 

the 

b) 

the 

c) 

the 

d) 

the 

Province's  exceptional  rate  of  population  growth; 
steady  increase  in  personal  incomes; 
high  level  of  employment;  and 
growth  in  provincial  output. 


These  factors  have  combined  to  ensure  investors  a  long-term  high 
level  of  demand  for  land  for  housing,  recreational,  agricultural  and 
commercial  purposes.  In  many  cases,  the  rate  of  expansion  and 
economic  growth  in  Ontario  has  been  higher  tlian  that  of  the  investor's 
own  country.  This  can  be  seen  from  the  following: 


.  Population  Growth  -  Between  1963  and  1973  Ontario's 
population  increased  by  l.A  million,  or  21.5  per  cent. 
This,  compared  to  an  increase  of  16.9  per  cent  for  Canada 
as  a  whole,  11.0  per  cent  for  the  United  States,  5.9 
per  cent  for  the  United  Kingdom.,  7.2  per  cent  for  West 
Germany  and  11.8  per  cent  for  Japan. 

.  Personal  Incomes  -  From  1963  to  1971  per  capita  income 
has  increased  from  $2,156  to  $3,972  or  84.2  per  cent. 

For  Canada,  the  comparable  figure  in  1971  vjas  somewhat 
lov/cr  at  $3,769,  while  for  the  United  Kingdom  it  was 
$2,218,  West  Germany  $2,851  and  Japan  $1,900.  Of  the 
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countries  heavily  investing  in  Ontario,  only  the  United 
States  had  a  higher  per  capita  income  in  1971,  at  $4,573. 
Even  witli  the  adverse  effects  of  sharply  rising  prices, 
personal  income  in  Ontario  has  not  only  remained  high 
but  the  real  disposable  income  of  an  Ontario  resident 
has  continued  to  climb.  In  1973  real  disposable  income 
for  such  an  individual  rose  by  5.9  per  cent,  nearly  twice 
the  annual  average  increase  of  3.3  per  cent  experienced 
during  the  1960's. 

.  Employment  -  Employment,  excluding  agriculture  in  Ontario, 
has  risen  at  an  appreciably  fast  rate  compared  to  many 
foreign  jurisdictions.  The  most  current  data  shows 
that  between  1963  and  1970,  the  number  of  people  employed  in 
Ontario  increased  by  29  per  cent.  This  compares  favourably 
with  the  United  States  at  19  per  cent.  West  Germany  at  5 
per  cent  and  Japan  at  24  per  cent,  while  the  United  Kingdom 
made  no  significant  increase. 

.  Provincial  Output  -  Ontario’s  Gross  Provincial  Product 
compared  favourably  with  the  comparable  national  measure 
of  productivity,  Gross  National  Product,  of  the  United 
States,  the  United  Kingdom,  West  Germany  and  Japan. 

Again,  using  the  most  recent  data  available,  Ontario’s 
GPP  increased  by  173.2  per  cent  from  1963  to  1971.  A 
comparable  figure  for  Canada  is  115.7  per  cent,  for  the 
United  States  75.3  per  cent,  the  United  Kingdom  59.6  per 
cent.  West  Germany  127,5  per  cent,  and  Japan  235.7  per 
cent. 


U.S.  Demand  for  Recreational  Land 

The  third  major  factor  attracting  non-resident  investment  in 
land  identified  by  the  Task  Force  is  the  added  interest  of  residents 
of  the  United  States  in  recreational  property  in  Ontario.  Americans 
not  only  face  a  high  rate  of  inflation  but  also  must  contend  with 
greater  competition  for  their  land  resources  than  residents  of  Ontario 
due  to  their  higher  population  density.  For  example,  while  there 
are  154  persons  per  square  mile  in  southern  Ontario,  there  are  only 
22  persons  per  square  mile  on  a  provincial  average.  However,  the 
population  density  is  considerabiy  higher  in  such  adjoining  states 
as  New  York,  vjitli  384  persons  per  square  mile,  Ohio  with  263  persons 
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and  Michigan  with  158.  In  fact,  it  is  evident  from  the  data 
collected  by  the  Task  Force  that  much  of  the  demand  for  agricultural 
and  recreational  land  in  Ontario  is  focused  on  northern  Ontario  v;here 
the  population  density  is  estimated  to  be  67.4  per  people  per  square 
mile  (organized  territories  only) .  Primarily  because  of  the  high  level 
of  urbanization  in  these  states  and  the  difficulty  of  obtaining 
recreational  land  in  these  areas,  many  residents  of  such  states 
are  viewing  Ontario  as  a  new  found  haven  for  satisfying  their  "need 
to  recreate".  Given  the  fact  that  the  number  of  cars  per  capita 
has  increased  by  between  30  and  40  per  cent  in  the  last  decade,  it 
is  not  surprising  that  the  U.S.  Auto  Exit  Survey  conducted  regularly 
since  1969  shows  an  average  annual  increase  of  22.7  per  cent  in  the 
number  of  trips  by  U.S.  residents  travelling  to  cottage  properties 
in  Ontario.  These  non-residents  see  Ontario  as  a  vista  of  wide  open 
spaces,  sparkling  lakes  and  rivers  where  recreational  land,  both 
waterf rontage  and  wilderness,  is  still  available  at  surprisingly 
low  prices. 

Ontario’s  Limited  Control  on  Non-Resident  Land  Ownership 

The  fourth  significant  factor  appears  to  be  the  relatively 
limited  control  on  foreign  ownership  of  land  in  Ontario,  although 
non-resident  investors  as  well  as  residents  must  comply  with  land 
use  controls  of  various  kinds  and  other  regulations  of  general 
application.  Unlike  many  jurisdictions  abroad,  which  have  stringent 
regulations  applying  to  the  purchase  of  land  by  non-residents, 

Ontario  has  only  limited  controls. 
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It  would  appear  that  even  the  new  20  per  cent  Land  Transfer 
Tax  to  be  paid  by  non-residents  purchasing  property  in  Ontario  may 
not  be  a  significant  disincentive  for  potential  non-resident  purchasers. 
To  examine  the  impact  of  this  tax,  the  Task  Force  obtained  the  services 
of  the  accounting  firm  of  Price  Waterhouse  and  Company,  which  was 
instructed  to  compare  the  annual  carrying  costs  of  a  resident  and  non¬ 
resident  American  ovming  a  recreational  property  before  and  after  the 
tax  was  imposed.  This  comparison  is  summarized  in  Figure  1  and  out¬ 
lined  in  detail  in  Appendix  B. 

While  it  is  significant  that  a  U.S.  resident  must  now  pay 
33  per  cent  more  on  an  average  annual  basis  to  carry  his  property 
than  a  Canadian  resident  would,  and,  further,  that  liis  ovm  costs  are 
now  71  per  cent  higher  than  they  would  have  been  before  April  9,  1974; 
the  Task  Force  is  of  the  opinion  that  many  of  the  non-residents  inten¬ 
ding  to  purchase  recreational  property  in  Ontario  will  not  be  dissuaded 
by  having  to  pay  the  additional  $959  per  year  caused  by  the  tax.  Given 
the  availabllit)'  and  cost  of  comparable  properties  in  alternative  U.S. 
recreational  areas,  and  the  fact  that  Ontario’s  recreational  properties 
are  appreciating  at  a  considerable  rate,  the  Task  Force  expects  the 
majority  of  would  be  U.S.  purchasers  to  continue  to  be  interested  in 
acquiring  Ontario  recreational  land. 

In  addition  to  the  Land  Transfer  Tax,  the  Province  has  enacted 
the  Land  Speculation  Tax  which  imposes  a  50  per  cent  capita] 
gains  tax  on  the  increased  value  of  a  recreational  property,  if 
the  property  is  being  sold  to  a  non-resident.  As  the  Ac t  is 
now  set  oiit,  a  property  ov/ner  may  be  exempted  from  this  tax 
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FIGURE  I 


Ontario  Resident  U.S.  Resident 


Before  Apr. 9/7^ 

After  Apr 

Income  of  Purchaser 

$18,000 

$18,000 

$18,000 

Cost  of  Property 

$30,000 

$30,000 

$30,000 

-  Land  Transfer  Tax 

6,000 

Assumed  Annual  Carrying  Costs^' 

$30,000 

$30,000 

$36,000 

-  Annual  loan  Interest 

$1,382 

$1,382 

$1,382 

-  Property  taxes 

350 

350 

350 

$1,732 

$1,732 

$1,732 

2 

Less  U.S.  income  tax  savings 

381 

381 

TOTAL 

$1,732 

$1,351 

$1,357 

Plus  average  annual  interest  on 
loan  accrued  to  pay  Land  Transfer 
Tax 

$460 

2 

Less  U.S.  income  tax  savings 

$101 

Plus  amortization  of  cost  of  Land 
Transfer  Tax  over  10  months 

$359 

600 

$959 

TOTAL  AFTER  TA}:  COST 

$1,732 

$1,351 

$2,310 

CARRY iNC  COST  EaI'RESSEU  AS  A 

PER  CENT  OF  ONTAIUO  RESIDENTS 

78.0 

133.4 

For  assumptions  and  methodology  used  in  these  calculations  refer  to 
Appendix  B. 

U.S.  residents  may  deduct  from  tlieir  taxable  income  the  cost  of  any 
Interest  payments  or  proixurly  taxes  tliey  pay. 
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if  he  sells  up  to  20  acres  of  land  if  this  land  is  used  as  his 
primary  recreational  property.  However ^  no  such  exemption  is  per¬ 
mitted  if  this  property  is  sold  to  a  non-resident. 

The  Task  Force  expects  that  this  tax  v/ill  serve  as  a  sig¬ 
nificant  deterrent  for  those  non-residents  wishing  to  purchase 
cottages  in  areas  where  there  is  a  strong  demand  for  such  properties 
by  residents.  It  is  expected  that,  in  order  to  realize  a  maximum 
level  of  profit  from  the  sale  of  such  cottages,  the  typical  vendor 
will  make  every  effort  to  sell  to  a  Canadian  or  increase  the  price 
considerably  to  account  for  the  capital  gains  tas  if  he  should  sell 
to  a  non-resident.  Hov/ever,  in  those  areas  where  the  demand  for 
cottages  is  almost  exclusively  from  non-residents,  as  it  appears  to 
be  in  certain  parts  of  Ontario,  the  cottage  ovmer  may  be  forced  to 
absorb  the  new  tax. 

As  the  Speculation  Tax  is  now  defined,  however,  many  non¬ 
residents  may  still  be  able  to  purchase  properties  in  Ontario  on 
approximately  the  same  basis  as  residents.  If  the  property  cannot 
be  claimed  to  be  the  vendor's  primary  recreational  property,  or  if 
the  property  is  more  than  20  acres  in  size,  the  difference  in  a  ven¬ 
dor's  after  tax  returns  from  selling  to  a  resident  or  non-resident 
may  be  considerably  reduced  or  eliminated.  Because  of  these  limita¬ 
tions,  the  Task  Force  feels  that  in  many  recreational  areas  of  the 
Province,  primarily  underdeveloped  areas,  this  tax  vjill  only  have  a 
limited  impact  on  the  number  of  non-residents  purchasing  properties. 
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Wiilc  there  are  additional  controls,  as  previously  outlined, 
on  non-residents  in  such  statutes  as  The  Business  Corporation  Act, 

Loan  and  Trust  Act,  Mortgage  Brokers  Amendment  Act  and  The  Securities 
Act ,  these  are  really  only  indirectly  related  to  the  ov/nership  of  land 
by  non-residents. 

Uncertainty  over  other  Canadian  Legislation 

Finally,  the  uncertainty  over  the  application  of  The  Foreign 
Investment  Review  Act,  combined  with  the  general  Canadian  tradition 
of  non-retroactive  introduction  of  restriction,  and  the  introduction 
of  restrictive  legislation  in  Prince  Edv;ard  Island  and  Saskatchevjan , 
has  accelerated  foreign  acquisitions  of  land  in  Canada  and,  to  a 
certain  extent,  focused  this  investm.ent  on  Ontario. 
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B .  The  Level  of  Non-Reside'nt  InvesliiieriL 

While  it  is  difficult  to  accurately  specify  the  present  level 
of  foreign  investment  In  recreational  or  agricultural  land  in  Ontario, 
the  Task  Force  was  able  to  collect  some  relevant  data  on  the  level  of 
investment  in  land  generally  in  Ontario.  An  effort  was  made  to 
determine  the  amount  of  non-resident  investm.ent  coming  into  Ontario 
through  foreign  controlled  development  corporations,  through  Investment 
in  Canadian-ovmed  realty  corporations,  in  the  form  of  land  held  directly 
by  non-residents  and  in  the  formi  of  mortgages  on  provincial  real  estate. 

As  shovjn  in  Table  2,  the  m.ajor  non-resident-controlled  development 
corporations  operating  in  Ontario  have  total  assets  valued,  after 
depreciation,  at  over  $1  billion.  The  land  and  real  estate  these 
corporations  are  holding  for  future  development  purposes  have  a  book 
value  of  more  than  $100  million.  While  many  of  these  total  assets 
and  land  holdings  are  located  in  other  parts  of  Canada,  the  book  value 
of  such  assets  located  in  Ontario  is  estimated  to  be  in  excess  of 
$400  million  and  $40  million  respectively,  with  a  market  value  of 
more  than  triple  this  amount. 

Many  of  these  f oreign-controlled  corporations  were  also  found 
to  be  expanding  rapidly.  For  example,  in  1972,  Bovis  Corporation 
Limited,  a  highly  sophisticated  British  development  company  with  total 
assets  of  close  to  $60  million,  successfully  acquired  controlling 
interests  of  Consolidated  Building  Corporation,  vjlth  total  assets 
of  $37  million,  through  the  purchase  of  25  per  cent  of  their  shares. 
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VALUE  OF  TOTAL  ASSETS  AUD  PROPERTY  INVENTORY  (AFTER  DEPRECIATION)  OF  MAJOR  NON- RES ID ENT-CONTROLLED 

PUBLIC  DEVELOPMENT  COMPANIES  IN  ONTARIO  (AFTER  DEPRECIATION) ,  FISCAL  Table 

YEAR  1972*  IN  $  THOUSAND 
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Another  prime  example  is  Trixcc  Corporation  Limited,  whose  total 
corporate  assets  have  swelled  from  $164  million  in  196]  to  $4S0 
million  in  1971  and  to  $590  million  in  1972.  This  represents  a 
260  per  cent  increase  in  11  years,  or  a  12.3  per  cent  annual 
growth  rate.  This  is  considerably  higher  than  the  11.4  per  cent 
annual  grow'th  rate  for  total  private  and  public  investment  in 
Ontario  in  the  past  decade  which  grew  from  $3.3  billion  in  1963 
to  $9.7  billion  in  1973  and  the  average  annual  17.3  per  cent 
growth  in  GNP  from  1963  to  1973. 

Another  focus  for  non-resident  capital  examined  by  the  Task 
Force  v/as  investment  in  Canadian  controlled  realty  corporations. 
Although  no  data  is  available  to  1973,  it  was  possible  to  determine 
through  information  compiled  by  Statistics  Canada,  that  between  1967 
and  1970; total  non-resident  investment  in  such  companies  Increased 
from  $602  million  to  $873  million,  or  by  45  per  cent.  Furthermore, 
it  was  established  that  in  1970  over  56  per  cent  of  this  capital,  or 
$493  million,  was  from  U.S.  investors.  Due  to  the  structure  of  this 
data,  it  was  not  possible  to  estimate  the  percentage  of  this  invest¬ 
ment  channelled  into  the  Ontario  land  market.  However,  over  75  per 
cent  of  these  funds  were  used  for  debt  rather  than  equity  participation 
in  these  enterprises.  This  would  also  substantiate  that  the  bulk  of 
such  Investment  originates  in  the  U.S.,  since  European  interests  are 
generally  more  attracted  to  equity  investment  in  downtov/n  commercial 
and  non-urban  tracts,  while  American  funds  tend  to  be  channelled  more 


into  mortgages. 
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Non-rosidents  also  hold  land  directly  for  their  own  personal 
use  (e.g.  recreational  property),  or  for  investment  purposes.  The 
most  recently  available  statistics  show  that  betv/een  1  967  and  1970, 
more  than  $120  million  was  invested  in  real  estate  in  Canada  by  all 
non-residents,  $50  million,  or  42  per  cent  of  vjhich  originated  in 
the  United  States  and  $40  million,  or  33  per  cent,  from  all  other 
countries.  By  1970,  the  estimated  equity  in  Canadian  real  estate  held 
directly  by  non-residents  had  reached  $350  million.  Although  no  data 
is  available  as  yet  for  the  period  from  1971  to  1973,  the  Task  Force 
believes  that  the  dominance  of  the  U.S.  position  has  been  reduced,  as 
European  and  Asian  investors  have  recently  found  investment  in  Canadian 
real  estate  significantly  more  attractive.  The  Task  Force  has  conser¬ 
vatively  estimated  the  amount  of  investment  that  was  directed  specifi¬ 
cally  to  the  purchase  of  land  in  Ontario  at  $50-100  million  by  1970. 

The  final  form  in  which  significant  non-resident  capital  enters 
Ontario  for  the  purchase  of  land  was  examined  by  the  Task  Force 
through  mortgage  financing  of  Canadian  real  estate.  By  1970,  this 
accounted  for  some  $905  million,  of  which  $890  million,  or  98.3  per 
cent,  was  U.S.  funds.  This  represents  an  increase  of  36  per  cent  over 
1967.  It  should  be  pointed  out  that  these  figures  exclude  the  holdings 
of  U.S.  insurance  companies  which  hold  mortgages  on  Canadian  real  estate 
as  part  of  their  Canadian  operations.  In  1970,  these  companies  were 
estimated  to  hold  mortgages  valued  in  excess  of  $1.1  billion.  Of  this 
total  of  $2  billion,  the  Task  Force  has  estimated  that  approximately 
$200-250  million  is  for  mortgages  on  land  in  Ontario. 
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V.  Non-Resident  Ownership  of  Recreational 
Land  in  Ontario 


Rising  incomes  in  Canada,  increased  paid  vacations  and  holidays, 
improvements  in  public  and  private  transportation  and  greater  leisure 
time  are  all  significant  factors  which  have  contributed  to  the  steadily 
rising  demand  for  recreational  facilities  and  recreational  land. 
Increasing  demand  for  recreational  opportunities  is  particularly  evident 
in  those  provinces,  such  as  Ontario,  with  comparatively  high  per  capita 
incomes.  Studies  have  revealed  that  these  provinces  are  more  active 
recreationally  than  provinces  with  lower  per  capita  incomes.* 

Much  of  the  increasing  demand  for  recreational  opportunities 
is  manifested  in  cottaging,  a  land-intensive  activity  which  focuses 
specifically  on  prime  recreational  land,  especially  shoreline. 

Cottaging  is  a  popular  activity  in  Ontario:  ^  study  conducted  in  1968 
for  the  Ministry  of  Industry  and  Tourism  estimated  that  45  per  cent  of 
Ontarians  either  owned  a  cottage  or  had  access  to  a  cottage  owned  by 
relatives  or  friends.  Ontario  Hydro  reports  an  average  annual  increase 
for  the  last  10  years  of  3.5  per  cent  in  the  number  of  newly  built 
cottages  it  services . 

The  Task  Force  has  attempted  to  ascertain  the  overall  extent  of 
ownership  of  cottage  properties  in  Ontario  by  non-residents  of  Canada. 

It  has  also  Investigated  the  distribution  of  non-resident  ownership  on 
a  county  and  district  basis. 


*  Canadian  Far ti ci pat  1  on  in  Outdoor  Recreation,  lhh7,  1968,  19fi9. 
Toronto,  1970. 
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A.  Overall  Non-Resident  Cottage  Ownership 
in  Ontario 


In  the  estimation  of  the  Task  Force,  the  overall  average  per¬ 
centage  ownership  of  cottage  properties  by  non-residents  has  ranged  in 
the  last  10  years  from  10  to  13  per  cent  of  all  cottage  properties  in 
the  Province . 


It  is  difficult  to  arrive  at  a  more  precise  estimate  of  non¬ 
resident  cottage  ownership  as  no  comprehensive  data  file  has  yet  been 
developed  in  this  area.  The  estimation  by  the  Task  Force  of  10  to  13 
per  cent  for  non-resident  o\^7ners  was  derived  from  the  following  studies: 


1.  A  study  entitled  "Parameters  of  Recreational  Travel 
in  Ontario",  conducted  for  the  Department  of  Highways 
in  1964,  calculated  that  the  overall  percentage  of  non¬ 
resident  cottage  ov7ners  in  Ontario  at  that  time  was 

12  per  cent. 

2.  A  study  entitled  "Analysis  of  Ontario  Cottage  Survey", 
conducted  by  the  Department  of  Tourism  and  Information 

in  1968,  estimated  the  overall  percentage  of  non-resident 
cottage  owners  at  14.4  per  cent,  but  the  reliability  of 
this  figure  is  only  92  per  cent. 

3.  The  Task  Force's  own  study  of  the  percentage  of  non¬ 
resident  cottage  owners,  based  on  1973  data  derived 
from  Ontario  Hydro’s  billing  records,  suggested  that 

9  per  cent  of  Ontario's  cottages  are  owned  by  non-residents*. 


*  Ontario  Hydro  services  approximately  80  to  85  per  cent  of  all  cottages 
in  the  Province.  These  dwellings  arc  charged  at  a  reduced  inter¬ 
mittent  occupancy  rate,  denoting  cottages  and  seasonal  residences. 

Nine  per  cent  of  these  users  in  1973  had  billing  addresses  outside 
of  Canada. 

All  estimations  derived  from  Hydro  data  should  be  considered  minimal 
figures,  since  certain  non-resident  cottage  owners  may  have  chosen 
to  liave  their  utility  bills  paid  by  someone  domiciled  in  Ontario,  or 
a  disproportionatc’ly  high  percentage  may  occui)y  cottage  units  as  yet 
unserviced  by  Hydro. 
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B.  Concentrations  of  Non-Resident  Cottage 
Or^rners 


More  detailed  studies  conducted  by  the  Ministry  of  Natural 
Resources  and  brought  to  the  attention  of  the  Task  Force,  demonstrate 
that  there  are  significant  concentrations  of  non-resident  cottage 
owners  in  northwestern  Ontario.  The  concentration  of  non-resident 
ovmership  appears  below  in  Table  3. 


PERCENTAGE  i 
IN  SELECTED 

OF  NON-RESIDENT  COTTAGE  017NERS 
AREAS  OF  NORTHWESTERN  ONTARIO 

Table  3 

Percentage  of 

District 

Date 

Non-Resident 

Owners  of 

Cottages 

Administrative  Region* 

Rainy  River 

Fort  Frances 

1973 

66.3 

Atikokan 

1973 

55.2 

Kent-  r a 

Kenora 

1973 

27.0 

Dryden 

1973 

49.1 

Ignace 

1973 

87.4 

Red  Lake 

1973 

91.4 

Sioux  Lookout 

1973 

63.3 

Thunder  Bay 

Thunder  Bay 

1973 

7.5 

Nipigon 

1973 

7.8 

Geraldton 

1973 

28.8 

Terrace  Bay 

1973 

15.6 

Selected  Areas 

Algoma 

MacGregor  Bay 

1970 

80.0 

Parry  Sound 

Polnte  au  Barril 

1970 

33.0 

Nip is sing 

Lake  Temagami 

1973 

40.3 

Nipissing 

Lake  Nipissing 

1970 

47.0 

Sudbury 

Panache  Lake 

1970 

10.0 

Sources : 

1.  The  North  Ce-orgian  Bay  Recreational  Reserve  Plan 

2.  The  Lake  Temagami  Plan 

3.  The  Ministry  of  Natura]  Resourc-es  Strategic  Land  Use  Plan, 
Nor tliwestern  Ontario  Planning  Region. 

Adini  n  i.  s  1 1  ti  t  iv  c'  l\{!g,ionK  of  the  Ministiy  of  Natural  Pa'seurces 
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C .  General  Trends 

The  Task  Force  has  determined  that,  hetv/een  1969  and  1973-  the 
number  of  non-residents  purchasing  cottages  in  Ontario  has  increased 
significantly  in  both  absolute  and  relative  terms.  Over  the  four  year 
period,  the  annual  average  compounded  rate  of  increase  of  Americans  owning 
cottages  in  Ontario  was  22.7  per  cent.  In  the  same  period,  visits  by 
Americans  to  their  cottages  doubled  as  a  percentage  of  all  visits 
by  Americans  to  Ontario. 

These  estimates  have  been  derived  from  the  results  of  the  U.S. 

Auto  Exit  Surveys  conducted  since  1969  under  the  direction  of  the 
Ministry  of  Industry  and  Tourism.  During  the  summer  months  in  1969, 

1971  and  1973,  all  parties  travelling  in  vehicles  with  American  licence 
plates  and  leaving  Ontario  at  U.S.  border  points  were  questioned  as 
to  the  type  of  accommodation  used  for  their  overnight  stays  v/hile  in 
Ontario.  From  this,  it  V7as  learned  that  party  visits  by  Americans 
which  involved  an  overnight  stay  at  cottages  ovmed  by  the  party  in 
question  were  64,000  in  1969,  91,200  in  1971  and  145,000  in  1973.  This 
represents  an  increase  of  127  per  cent  in  the  number  of  visits  by 
Americans  to  their  cottages  in  Ontario,  over  the  four  year  period. 

Because  the  studies  indicated  that  the  frequency  of  visits  made 
by  Americans  to  their  cottages  remained  the  same  in  each  survey  year, 
the  increase  in  party  visits  generally  reflects  an  accelerated  increase 
in  the  number  of  /iiiierican-owned  cottage  properties  in  Ontario.  Between 
1969  and  1971,  the  percentage  increase  in  the  number  of  Americans 
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visiting  cottages  they  owned  was  42.5  per  cent,  and  betv/een  1971  and 
1973,  the  rate  of  increase  was  58.9  per  cent. 

It  is  important  to  note  that  the  number  of  AjTiericans  visiting 
cottages  which  they  own  has  also  increased  in  relation  to  all  visits 
by  Americans  to  Ontario.  In  1969,  visits  to  cottages  oumed  by  Anierican 
parties  comprised  6  per  cent  of  all  overnight  party  visits  by  Americans 
to  Ontario;  in  1971,  this  figure  was  6.8  per  cent;  in  1973,  it  doubled 
to  12  per  cent  of  all  overnight  party  visits.  Therefore,  in  both 
absolute  and  relative  terms,  there  has  been  a  significant  increase 
in  the  number  of  cottages  in  Ontario  owned  by  Americans  in  the  last  four  years. 

D.  Origin  of  Non-Resident  Cottage  Ox^rners 
in  Ontario 


As  might  be  expected,  almost  all  (99.7  per  cent)  non-resident 

owners  of  cottages  in  Ontario  are  from  the  United  States.  Eighty- four 

per  cent  originate  from  five  states: 

Non-Resident  Cottage 
State  Ox-mers  as  a  %  of 

All  Cottage  Ox^mers 


32 
28 
14 
6 

(Those  cottage  ovmers  now  resident  in  Florida  are  generally 
thought  to  be  former  Canadian  residents  who  have  retained 
ownership  of  their  cottage  properties  in  Ontario.) 


Michigan 
Nev;  York 
Ohio 

Pennsylvania 

Florida 


*  This  analysis  was  derived  from  Ontario  Hydro  data.  Figures  sliould 
be  considered  minimal  estimates. 
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Those  counties  with  higher  than  the  overall  average  (9  per  cent) 
of  non-resident  cottage  owners  tend  to  attract  most  of  these  ovmers 
from  one  or  tvjo  states  (see  Table  4).  For  example,  67  per  cent  of  the 
cottages  in  Essex  County  are  owned  by  non-residents,  and  of  these,  88 
per  cent  are  from  Michigan.  The  same  is  true  of  the  County  of  Kent, 
where  58  per  cent  of  the  cottages  are  owned  by  non-residents  and  90 
per  cent  of  these  non-residents  are  from  Michigan.  In  the  District  of 
Rainy  River,  where  48  per  cent  of  the  cottages  are  ovmed  by  non-residents, 
over  half  are  from  Minnesota  or  Illinois.  In  Algoma,  where  42  per  cent 
of  the  cottages  are  o;^med  by  non-residents,  over  70  per  cent  originate 
from  Michigan  and  Ohio. 

Some  districts,  because  of  their  unique  physical  characteristics, 
attract  cottage  owmers  from  all  over  the  United  States.  The  District 
of  Kenora,  for  example,  has  attracted  a  sizeable  number  of  cottage 
owners  from  California,  Illinois,  Indiana,  Iowa,  Kansas,  Michigan, 
Minnesota,  Missouri,  Nebraska,  Nevada,  Ohio,  Texas  and  Wisconsin. 

In  most  cases,  Americans  ovrning  cottages  in  Ontario  reside  in 
states  proxim.ate  to  the  border.  The  cottage  areas  of  eastern  and 
central  Ontario,  for  example,  attract  cottagers  from  New  York,  New 
Jersey,  Michigan,  Pennsylvania  and  Ohio.  The  cottage  areas  of  north¬ 
western  Ontario  attract  cottagers  from  the  American  mid-west.  However, 
in  other  cases,  Americans  travel  particularly  long  distances  to  their 


cottages  in  Ontario. 


43  - 


ORIGIN  OF  NON 

-RESIDENT  COTTAGE  Olils'ERS 

Table  4 

FOR  SELECTED 

COUNTIES  AND  DISTRICTS* 

County  or 
District 

Non-Residents  as 
a  %  of  Total 
Cottage  OvTiers 

Predominant 
States  of  Origin 

%  of  Non-Residents 
Originating  from 
State 

Algoma 

42.6 

Ohio 

41 

Michigan 

31 

Essex 

67.1 

Michigan 

88 

Frontenac 

22.3 

New  York 

56 

Pennsylvania 

12 

Kaldimand 

10.9 

New  York 

79 

Huron 

13.4 

Michigan 

83 

Kenora 

23.6 

Illinois 

33 

Indiana 

12 

Minnesota 

9 

Iowa 

8 

Kent 

58.2 

Michigan 

90 

Lamb ton 

27.7 

Michigan 

82 

Leeds-Grenville 

23.4 

New  York 

52 

Pennsylvania 

12 

Manitoulin 

35.3 

Ohio 

37 

Michigan 

22 

Nipissing 

12.0 

Ohio 

27 

New  York 

16 

Michigan 

15 

Pennsylvania 

12 

Rainy  River 

48.3 

Minnesota 

38 

Illinois 

17 

Niagara 

56.6 

New  York 

86 

*  Predominant  states  of  origin  for  counties  and  districts  with  more  than  9 
per  cent  non-resident  cottage  ownership. 
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E .  Sale  of  Crown  Land  Cottn ge  Lot s 


Table  5  summarizes  the  sale  of  Crown  land  cottage  lots  in 
Ontario  by  county  and  district  for  the  period  1950  to  1973.  Prior 
to  1971,  Crown  land  cottage  lots  were  sold  or  leased  to  residents 
and  non-residents  alike.  However,  in  1971,  the  Ministry  of  Natural 
Resources  ceased  selling  Crown  land  cottage  lots  and  lots  are  now  leased 
only.  The  present  policy  is  that  lots  are  made  available  only  to 
residents  for  one  year.  After  this  period,  available  lots  may  be 
leased  by  non-residents  and  residents  alike.* 

On  the  average,  cottage  lots  purchased  by  non-residents  were 
21  per  cent  larger  in  area  than  the  average  cottage  lot  size  pur¬ 
chased  by  residents.  (Average  lot  size  for  non-residents  was  1.46 
acres;  for  residents,  1.21  acres.)  Dispositions  to  non-residents, 
as  a  percentage  of  all  dispositions,  were  most  significant  in  the 
districts  of  northern  Ontario,  where  dispositions  to  non-residents 
ranged  betv;een  13  and  49  per  cent.  In  southern  Ontario,  disposi¬ 
tions  of  cottage  lots  to  non-residents  were  significantly  high  only  in 
the  counties  of  Leeds  (50  per  cent)  and  Frontenac  (20  per  cent) . 

Overall,  14.5  per  cent  of  all  dispositions  of  Crovm  land 
cottage  lots  were  commi'tted  to  non-residents  butween  1950  and  1973. 

This  accounted  for  17  per  cent  of  the  acreage  of  the  total  disposi¬ 
tion  of  cottage  lots  owned  by  the  Crown. 


*  Lots  committed  prior  to  1971  for  future  sale  account  for  sales 

of  Crown  land  cottage  lots  in  1972  and  1973,  reflected  in  Table  5. 
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F.  Non-Resident  Ownership  of  Land-Intensive 
Tourist  Operatio ns _ _ 

The  Task  Force,  in  cooperation  with  the  Ministry  of  Industry 
and  Tourism,  obtained  data  regarding  the  number  of  non-residents 
ovming  land-intensive  tourist  operations  in  tlie  Province.  The 
following  information  provides  the  extent  and  distribution  of  non¬ 
resident  ownership  of  commercial  accommodation  establisViments  in 
Ontario . 


The  Ministry  was  unable  to  provide  the  acreage  of  properties 
held  by  non-resident  owners  of  commercial  accommodation  establishments. 
However,  Table  6  summarizes,  by  administrative  region,  the  number  of 
such  operations  omied  by  non-residents  in  1972.  The  data  base  for 
this  table  was  derived  from  tourist  establishment  licence  fotms  issued 
by  the  Ministry  of  Industry  and  Tourism.  This  data  base  accounts  for 
84  per  cent  of  all  tourist  accommodation  establishments  in  the  Province. 

Ownership  of  tourist  establishments  by  non-residents  is  once 
again  highest  in  northern  Ontario.  In  northwestern  Ontario,  17.6  per 
cent  of  the  commercial  accommodation  establishments  were  owned  by  non¬ 
residents  in  1972,  and  5.4  per  cent  in  northeastern  Ontario  were  owned 
by  non-residents  in  the  same  year. 

Across  the  Province  as  a  whole,  4.8  per  cent  of  all  commercial 
accommodation  establishments  licensed  by  the  Ministry  of  Industry  and 
Tourism  were)  owned  by  non-rusidents  in  1972. 
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INCIDENCE  OF  RESIDENT*  AND  NON-RESIDENT**  Ol^rNERSHIP  OF  COMMERCIAL 

ACCOMODATION  ESTABLISIMENTS  LICENSED  BY  THE  MINISTRY  OF  INDUSTRY  Table 

AND  TOURISM,  BY  ADMINISTRATIVE  REGIONS,  IN  ONTARIO,  1972 
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Table  7  outlines  trends  in  the  ownership  of  commercial 
accommodation  establisltmcnts  by  non-Canadians,  for  the  period  1968 
to  1973.  Again,  ovmersliip  by  non-Canadians  is  highest  in  northern 
Ontario.  Northwestern  Ontario  has  experienced  a  growth  of  6.5  per 
cent  in  the  percentage  of  f orelgn-owned  establishments,  from  27.8 
per  cent  in  1968  to  29.6  per  cent  in  1973.  Northeastern  Ontario, 
while  reflecting  a  relatively  high  proportion  of  foreign  ownership 
(6.9  per  cent),  has  experienced  a  decline  in  the  percentage  of  foreign- 
ovmed  commercial  establishanents  since  1968. 

The  overall  average  percentage  of  f oreign-oxmed  commercial 
accommodation  establislmients  for  the  Province  has  declined  slightly 
from  6.7  per  cent  in  1968  to  6.1  per  cent  in  1973. 


A  survey  conducted  by  the  Ministry  of  Industry  and  Tourism,  of 
the  larger  hotels  and  motor  hotels  in  some  of  the  major  urban  centres 
in  southern  Ontario  revealed  the  following  Information; 


Toronto:  of  the  12  establishments  constructed  or  under 
construction  during  1972  and  1973,  8  were  under  foreign 
o^vToership,  as  were  73  per  cent  of  the  total  rental  units. 
About  72  per  cent  of  the  total  cost  of  construction  vjas 
also  borne  by  foreign  interests. 

London:  there  v;as  no  new  construction  during  the  past  2 
years,  and  foreign  ownership  of  existing  establishments 
is  nil. 

Ottawa:  foreign  ownership  of  new  construction  and  of 
existing  construction  is  nil. 

Windsor:  all  of  the  major  establishments  are  Canadian 
owned,  and  about  5  per  cent  of  the  non-major  ones  are 
foreign  owned. 


Tabic  8  provides  more  detailed  Information  on  the  ownership  of 


hotels  under  construction  In  Toronto  in  1972  and  1973. 
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INCIDENCE  OF  FOREIGN*  OID^IERSHIP  OF  COMMERCIAL  ACCOMMODATION  ESTABLISHMENTS 

LICENSED  BY  THE  MINISTRY  OF  INDUSTRY  AND  TOURISM,  MJD  RELATED  MARKET  VALUE**,  Table 

BY  ADMINISTRATIVE  REGIONS,  IN  ONTARIO,  1968  AND  1973 
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G.  Non-Resident  Ovniership  of  Recreational  Land 
in  Ontario:  Snii unary 

In  the  estimation  of  the  Task  Force  and  based  on  1973 
assessment  data,  persons  non-resident  in  Canada  owned  9.27  per 
cent  of  the  area  of  all  land  in  Ontario  classified  by  the 
Task  Force*  as  recreational  land.  Non-resident  individuals 
own  2.01  per  cent  of  all  parcels  of  land  or  properties  in 
Ontario  classified  as  recreational  and  0.9  per  cent  of  the 
total  assessed  value  of  such  properties . 

The  following  Biaps  outline  the  extent  of  non-resident 
ownership  by  individuals  of  recreational  land  in  Ontario  on  a 
county  and  district  basis.  Included  as  well  is  a  map  indicating 
those  areas  covered  by  the  data  base. 


Concentrations  of  non-resident  ownership  of  recreational 
land  are  most  significant  in  the  following  counties  and  districts: 

Per  Cent  of  Recreational 


County  or  District 

Land  Area  Ow^ned 

Leeds 

17 

Frontenac 

15 

Kent 

18 

Bruce 

15 

Manitoulin 

22 

Tiffii shaming 

19 

Cochrane 

46 

Algoma 

25 

Rainy  River 

12 

Kenora 

19 

*Refer  to  Appendix  A:  Non-Resident  Ownership  by  Individuals  of 
Agricultural  and  Recreational  Land  in  Ontario,  Based  on  Assessment  Data 
as  well  as  the  Explanatory  Note  on  Methodology,  p. 

Recreational  land,  as  classified  by  the  Task  Force,  includes  private 
recreational  land,  clubs  and  lodges,  some  rural  residential  properties 
under  acres,  waterfront,  summer  resorts  and  golf  courses. 
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Non-rosirlcnl;  owners  of  recreational  proi)erty  vrltlrin 
Ontario  counties  tend  to  concentrate  in  townships  vjitli  com¬ 
paratively  better  recreational  land  than  in  the  county  as  a 
whole.*  For  example  in  Essex  County  non-residents  ov7n  64.4 
per  cent  of  the  recreational  properties  on  Pelee  Island,  and 
between  one-fifth  and  one-quarter  of  the  recreational  proper¬ 
ties  in  the  townships  of  liersca,  Colchester  South,  Malden  and 
Tilbury  North,  all  of  which  contain  extensive  shoreline. 

However,  for  the  county  as  a  whole,  non-residents  own  only 
9.6  per  cent  of  the  recreational  properties. 

Similarly,  in  Rainy  River,  45  per  cent  of  the  recreational 
land  area  owned  by  non-residents  can  be  found  in  two  townships, 
Morson,  and  McCrosson  and  Tovell,  which  border  on  the  Lake  of 
the  Woods.  For  the  district  as  a  whole,  non-residents  own 
11.9  per  cent  of  the  land  area  classified  as  recreational. 


*  Analysis  derived  from  Assessment  Data. 
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VI.  Non-Resident  Ovmership  of  Agricultural 
Land  in  Ontario 


Trends  in  the  demand  for  agricultural  land  in  general  provide 
a  useful  informational  context  within  v;hich  the  findings  of  the  Task 
Force  can  be  considered. 


In  the  past  two  decades  in  Ontario j  the  acreage  of  both 
occupied  farmland  and  improved  (tilled)  farmland  has  declined  in 
absolute  and  relative  terms.  In  the  period  1951  to  1971,  occupied 
farmland  in  the  Province  decreased  by  23.5  per  cent  v;hile  improved 
land  decreased  by  14.4  per  cent.  The  rate  of  this  decline  in  acreage 
significantly  accelerated  in  the  years  1966  to  1971.  Northern  Ontario 
exhibited  the  greatest  percentage  loss  of  farmland,  followed  by  cen¬ 
tral  Ontario,  eastern  Ontario  and  western  Ontario. 


Some  of  the  decline  in  acreage  of  agricultural  land  can  be 
attributed  to  general  upgrading  of  farmland.  In  other  words,  rocky 
or  otherv7ise  non-arable  portions  of  smaller  farms  have  been  abandoned, 
and  consolidation  of  arable  land  into  larger  farm.s  has  taken  place. 
This  is  reflected  in  the  decrease  in  the  number  of  farms  in  Ontario, 
and  the  increase  in  their  average  size.  In  the  period  1951  to  1971, 
the  number  of  farms  in  the  Province  declined  by  36  per  cent,  but 
during  the  Scime  period,  the  average  farm  in  the  Province  increased 
in  size  from  126  to  169  acres.* 


*  Vdrile  the  acreage  of  farmland  in  Ontario  lias  decreased,  tlie  pliysical 
volume  of  aj'r i eul  tu r.'i  I  product  ion  in  Ontario  has  increased  25  per 
cent  In  tlie  period  1961  to  1971.  However,  in  certain  areas  of  <agri- 
cullural  technolo}',y ,  plateaux  have  lu'en  readied,  aiul  tliere  is  no 
__iiiLLilLliaiic_e  that  ini'i'oased  pi'nductlvity  can  In-  niahitaineu  i  ndet  i  u  i  1 1  y  . 
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Other  factors  associated  both  v/ith  the  agricultural  sector  of 
the  economy  and  with  urbanization  have  contributed  to  tlie  decline  of 
farms  and  farnrland  in  Ontario.  To  begin  with,  a  significant  gap  has 
persisted  betvjeen  farm  and  non-farm  incomes.  In  the  last  three 
decades,  farm  incomes  in  Canada  have  averaged  slightly  less  than  one- 
third  of  non-farm  incomes.  Simultaneously,  tlie  assets  of  the  average 
farmer,  primarily  in  the  land  component,  have  appreciated  considerably, 
providing  a  significant  econom.ic  incentive  to  "sell  out”. 

In  addition,  demand  for  agricultural  land  from  other  sectors 
has  forced  up  the  market  value  of  farmland,  thereby  making  it  increa¬ 
singly  costly  for  farmers  to  acquire  m.ore  farmland,  or  for  individuals 
to  acquire  initial  farm  properties. 

This  is  particularly  true  in  those  agricultural  areas  surroun¬ 
ding  urban  centres,  where  associated  land  use  requirements  spill  over 
into  adjoining  rural  areas.  Demand  for  agricultura]  land  from  urban 
residents  is  being  reflected  in  the  conversion  of  agricultural  land 
into  recreational  properties,  particularly  v;hen  such  properties  contain 
shoreline  or  waterf rontage ,  in  the  growth  of  "hobby”  farms,  in  the 
buying  up  of  farms  by  development  corporations  for  future  development, 
and  in  speculative  purchasing  of  agricultural  land. 

An  increasing  phenomenon  is  the  farmer  who  is  both  ovsmer  and 
tenant,  or  sim.ply  a  tenant  of  the  land  he  farms.  For  exam.ple,  a 
farmer  may  own  three  contiguous  100-acre  sections  of  farmland,  and 
rent  an  adjoining  fourth  lOO-acre  section  from  the  property  owner, 
the  latter  perhaps  being  a  speculator  or  an  urban  dv\fellor.  Similarly, 
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it  has  become  a  fairly  comraon  practice  for  development  corpoi'atlons , 
owninp,  agricultural  land  slated  for  future  deA/elopmcnt ,  to  lease  the 
land  to  a  tenant  farmer.  The  J.and  in  question  may  not  even  be  con¬ 
solidated  into  a  single  block.  Some  development  corporations,  for 
example,  control  large  areas  of  laud  by  purchasing  non-contiguous 
100-acre  sections  in  checkerboard  fashion. 

However,  by  allowing  the  land  to  be  farmed,  the  landovnier,  be 
he  speculator,  hobby  farmer,  or  developer,  benefits  in  a  number  of 
ways : 


a)  rent  is  received; 

b)  the  propen'ty  is  assessed  as  agricultural  land,  one  of 
the  lov;est  commonly  encountered  rates  of  assessment; 
and 

c)  the  owner  may  apply  for  a  50  per  cent  reduction  in 
property  tax  under  Ontario's  Farm  Tax  Reduction  Program. 

A.  Overall  Non-Resident  Ownership  of  Agricultural 
Land  in  Ontario 


Ownership  by  Non-Resident  Individuals 

The  Task  Force  was  unable  to  ascertain  trends  in  the  non¬ 
resident  ownership  of  agricultural  land  in  Ontario.  However, 
the  Task  Force  has  determined ^  on  the  basis  of  a  county  and 
district  analysis  of  1973  assessment  data,  that  2.2  per  cent  of 
the  land  area  classified  by  the  Task  Force  as  farmland,*  and  1.95 
per  cent  of  all  parcels  of  land  or  properties  classified  as  farms, 
arc  owned  by  individuals  non-resident  in  Canada.  The  farmland  owned 
by  non-residents  represents  .34  per  cent  of  the  total  assessed  value 
of  farmland  in  the  Province . 

*  Refer  to  Appendix  A.  Farmland  as  classified  by  the  Task  Force 
includes  properties  classed  as  woodlots,  v/ildllfe  areas,  and 
rural  residential  properties,  of  over  40  acres. 
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These  estimations  demonstrate,  in  part,  that 

a)  non-residents  have  purchased  on  average^larger  farm  properties 
than  non-residents;  and 

b)  non-residents  have  purchased  farms  of  significantly  less 
agricultural  value  than  the  farms  purchased  by  non-residents. 

The  follov/ing  maps  outline  the  extent  of  non-resident 
ownership  by  individuals  of  agricultural  land  in  Ontario,  on  a 
county  and  district  basis. 
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Ownershjp  by  Non- Re si dent  Cor porati ons 

In  generiil,  corpora  tio  ns  owning  agj'j  cultural  land  In  Ontario 
are  not  engaging  in  farming  as  a  principle  activity .  According 
to  1971  census  figures,  only  2  per  cent  of  Ontario's  farms  were 
classified  as  corporate  farms  and  of  these  85  per  cent  were 
incorporated  famil}^  farms.  The  remaining  15  per  cent,  or  .3  per 
cent  of  all  Ontario  farms  in  1971,  were  either  agribusiness 
corporations,  some  of  which  are  vertically  integrated,  or  non¬ 
agribusiness  corporations  whose  primary  activities  are  non- 
agricultural  but  which  engage  in  agriculture  for  reasons  of  their 
own.  These  figures  would  also  include  ownership  of  farmland  by 
development  corporations,  if  such  land  is  being  farmed  according 
to  census  criteria.* 

Therefore,  the  extent  of  ownership  of  Ontario's  farms  by 
non-resident  corporations  is  negligible^ 

B.  Concentrations  of  Non-Resident  Ovmershlp  of 
Agricultural  Land  in  Ontario 

There  is  evidence  that  non-resident  purchases  of  agricultural 
land  in  Ontario  are  highest  in  areas  either  where  speculative  activity 
near  American  borders  is  occurring ,  or  in  areas  used  for  recreational 
purposes . 

A  recent  study  conducted  by  the  Ministry  of  Agriculture  and 

Food**  utilized  data  derived  from  records  of  rural***  land  sales  in 

*  For  census  purposes  a  farm  is  defined  as  a  "farm,  ranch,  or  other 
agricultural  holding  of  one  acre  or  more  with  sales  of  agricultural 
products,  during  the  12  month  period  prior  to  the  census,  of  $50  or 
more." 

**  Michael  Dehn,  "Sale  of  Ontario  Rural  Land  to  Non-residents  of  Canada", 
Economics  Branch,  Ministry  of  Agriculture  and  Food,  January  ]97‘4. 

***  Rural  land  Includes  all  land  not  assessed  as  resident ial,  commercial 
or  industrial.  In  addition  to  farmland,  this  category  incliults 
tlmbcrlands,  wildlife  areas  and  wastt.land. 
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Ontario  counties  betv.’ecn  1968  and  1971.  It  examined  sales  of 
Onteirio  land  around  Detroit-Wlndsor ,  Buffalo  >  and  Toronto, 
three  centres  which  have  all  generated  intense  speculative 
activity.  Of  these,  Detroit-Windsor  and  Buffalo  areas  shov^ed  a 
relatively  high  percentage  of  sales  to  non-resident  individuals 
over  the  three  year  period.  In  Essex  County,  5.8  per  cent  of 
the  sales  of  rural  land  between  1968  and  1971  were  to  non-residents. 
This  compared  to  an  Ontario  county  average  of  .85  per  cent  of 
sales  of  rural  land  to  non-residents  of  Canada  in  1968  to  1971. 

This  pattern  was  broken  in  the  Toronto  area  (York,  Peel  and  Ontario 
counties)  where  non-resident  purchases  of  rural  land  in  this 
period  were  comparatively  minor.  It  therefore  appears  that  the 
potential  for  land  speculation  is  not  in  itself  a  strong  enough 
incentive  to  draw  non-resident  purchases  of  rural  land.  It  is 
apparent  that  proximity  to  the  American  border  is  a  significant 
factor  as  v/ell. 

The  study  also  revealed  that  non-resident  purchases  of  rural 
land  were  significant  in  many  counties  in  central  and  eastern  Ontario, 
such  as  Victoria,  Peterborough,  Prince  Edward,  Frontenac  and  Leeds, 
where  the  composition  of  the  land  tends  to  combine  recreational  land 
and  moderate- to-good  farmland  (See  Table  9).  However,  in  such  cases, 
the  recreational  potential  of  this  land  is  the  primary  factor  in 
attracting  non-residents.  This  is  indicated  by  the  fact  that  the 
proportion  of  non-resident  purchases  tends  to  be  highest  in  counties 
with  comparatively  poor  farmland  and  more  recreational  land.  For 


« 


.i: 


t 


1 


U.S.  OTHER  **  TOTAL  TOTAL  7.  NON 

(ACRES)  (ACRES)  NON-RES.  ACREAGE  SOLD  RES.  SALES  1.  AMERICAN  7.  OTHER 


-  r,/i 

On 

U) 

ro 

< 


CNl 

ON  rvj 

.  I  .  I  . 


vf>  rj  O' 
vD  ^  O'  •--<  ON 

cs 


O'  to 

o  o 

•  »  I 


VO  •?  <x>  CO 

O  O  ON 

•  •  II  *11 


O'  04  CO  O  O' 

rvj  *0  cu  CO  CO 


omcri  r-i  ^tOrvjO'  ^tcOoncoOnoO  iO'0'r-jONvtf-«0'0' 

tOfsOCO  ,-4  ,~4  r-*  -O  r-nr-NO^J  (  i  ^f^rNCTNiO^jr^NOCOrnOcO 

•  .  •  •  I  •  •  •  I  *  I  ....  I  ....  ,-1  ..  I . 

..>1  •— *  04  t-«  C'J  rj  •-< 


rNO'^^oonO' 

fO  0.4  CO  CO  O  CO 

\n  f-t 


f— I  rN  'O  rN  O' 

ir»  CTN  r". 


cn  , 


O'  O  cA  c^ 

.-t  r-l  ^ 

.  .  .  I  .  I 


vj  O  (Nl  O' 

^  rN  O  ..J-  P' 


f". 


P"  cO  cD  >.0  O 
tn  *.t  ^  '  'J  CNJ 


r-4  .-I  (M  ,-4 


I/NO.—''— *0'P'»r'4P^P'4«-<0'0' 
r-4vjcOO'^cOCO'Or'*cnO'jO 


CNJ  OJ  ■-< 


0'r'...,y,— 40''0r-*P*'-TW~»'0«— *PNC/^r- 1 

^  O''  r  i  <X)  CO  r  ^  r  i  n  CO  t—' 

c/NO'OccNr'.-0<TP'»i/^coor4  0P^O' 

O'  fo  r-*  O'  O'  r-t  xO  t~*  o^  O' 

rNsOf^cnvjirNr4P~r'.Njr'4P^fv»'00' 


.-♦  sO  -t  cD  00  cO  «  r-J  O  i"\  sO  'A  p..  fsl 

PN.— «'X)P4— <c0r-<>.c'r4r'-P4O'P^p'4O> 
00  PN  r-<  co  r^.  i/N  O'  r4  «-<  r—  pj  n 


t"<cocoao.-‘cnvO'OP''r'4<j  <rmrNp4 

x^O'-.jrOO'cncJCsJ  »/N>JW*NsO*-*vJ 


P'"P4O'.-‘«TOPJ00P'..-*.-«t0'O 

,0'JO'O'P4criOP»a00'iPiP~‘cPt  o 

PNC'J.-‘O'P'C''-CX)OvJiP>C0C0C'  • 


.--•jOiA.— «ooO<TcOcx)pgvjp^rg  r-« 

P'''X)'.J>JcrN«.JCO'£)CN'0'£>cO..J  00 

PN 

P'4 


lA  <7'  00  O  P"  CO 

CM  O'  O'  P*  CA  PJ  vO 

r  r  ^  I  PN 


A  PJ  O  CO  O  A  A 

p..  P'-  p..  A  P^  -..T  ..t 

'£>  <S  vj  fA  r-< 


A  I''  P^  >£> 

CM  A  t'.  r— *  r-* 

I  I  P4  vO 


O  p^  P4  O  p*»  iA  O' 
O  C-N  O  O  'A  C4  O 

»  vO  00  CA 


o  O'  O'  ^  O  O' 

O  f''  A  r-N  ..7 

I  r-l  i— <  p'.  A  {  4  t— • 


sO  PN  r-.*  O'  A  A  < 

P^  v£)  A  O'  A  O'  O' 

A  ..J  .O  •-<  CJ  rA 


P4 


O 

<s 


A  A  v£N 

CM  A  C7' 

I  A  I 


f— 4  A  O'  CO  A 

OD  'JO  A  vj 

-sj  P'*  I  CM 


O  CM 

A  A 

II  III 


A  xj  CO  P" 

CM  O  NO  A 

sO  I  I  I  I  CM 


H 

£5 


o 


O'  A  <  ■.O  P'* 

O'  'O  p'-  A  CM 

*  m:>  -vj  A  A 


A  O  A 
A  O  ..J 


A  p.  A  O 
A  P'.  »-•  .“4 


O  A  P4  O  »— •  A  O 
O  CO  CT'  O  O  04  O 
r-"  A  A 


.1-  A  O 
A  A  A  ..7 

,.4  ,-J  fN4 


L-nn.!  cl. at  is  not  assessed  as  rcsicenCiol,  corrr.erc lal  or  manufacturing.  In  all  counties  except  Lincoln  and  Welland  snlea  were  recorded  when  the  acreajjc  Involved  was  ten  acres  cr  o^re. 
In  Lirccin  and  Wellar.d,  the  cut-off  was  Ic'-crcd  to  five  acres  In  order  to  Include  the  smaller  f ru 1 1 -produc Ing  parcels. 


•la 


. l-W 

•'  -  I  !  ■  ‘^?gW'-'*SF 

■jiw 

^t". 

^  <H>  X  K  jMUiQV  vWf  LjriAflH 

■  ■  . - '. ji w MTr « !h i :•■  wn.wn?y 

.’...  ’■■  =;-:■* 
vhri-'''^'  ’  i)t#,  ^;dMuui 

ywBWiXV  .  j*  ■ 

;‘.<n>K'  -H-tc  :*4«BP»»  •  ■  *  A j<->!  ^mw 
•  W44^^';i^Vwb(OW  M  .,  Knk^lSSr^ 

■  “i  <k:’  JSSiSiS.!ll'fi'  iftCviil 

iMtssiaf 


65  - 


example,  Haliburton  County  had  tlie  hij^hest  percentage  of  sales 
to  non-residents  in  the  three  year  period,  and  it  is  almost 
entirely  recreational  land.  Similarly,  the  counties  of  southwestern 
Ontario,  which  contain  the  largest  concentrations  of  good  crop 
land  in  Ontario,  exhibited  a  relativel}'  low  incidence  of  sales  to 
non-residents  between  1968  and  1971. 

The  data  received  by  the  Task  Force,  based  on  1973  assessment, 
als  supported  the  contention  that  non-resident  ownership  of  land 
classified  by  the  Task  Force  as  farmland  is  highest  in  those  areas 
with  good  recreational  potential.  For  example ^  in  the  districts 
of  northern  Ontario  non-resident  ownership  of  land  area  assessed 
as  farmland  is  almost  5  to  10  timics  greater  than  the  overall 
provincial  average  of  2,2  per  cent: 


County  or  District 


Per  Cent  of  Agricultural 
Land  Area  Owned  by  Non-Residents 


Frontenac 

Lennox  and  Addington 

Hastings 

Welland 

Haliburton 

Parry  Sound 

Manltoulin 

Algoma 

Thunder  Bay 

Rainy  River 

Kenora 


A 

3 

5 

3 

3 

5 

A 

10 

lA 

21 

20 


*  Based  on  1973  Assessment  Data. 
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In  addition  to  the  statistical  data  on  non-resident  ownership 
of  agricultural  land  in  Ontario,  the  Task  Force,  through  the  Ministry 
of  Agriculture  and  Food,  contacted  Rural  Developnicnt  Officers  of 
AEDA  (  Agricultural  Rehabilitation  and  DeveloprueiTt  Administration)  to 
ascertaiii  their  impressions  regarding  problems  if  any,  associated 
v/ith  non-resident  ownership  of  agricultural  land.  As  ARDA  is  ncv7 
only  operative  in  northern  and  eastern  Ontario,  it  v/as  not  possible 
to  develop  an  overall  provincial  perspective  in  this  V7ay. 

However,  the  Rural  Development  Officers  in  Cochrane,  Nipissing 
and  Algoma  did  report  that  agricultural  land  oimed  by  non-residents 
in  these  areas  tends  not  to  be  used  for  agricultural  purposes.  These 
officers  stated  that  non-resident  ovmers  sometimes  inhibited  farm 
consolidation  because  they  were  unwilling  to  allow?  their  land  to  be 
used  for  pasturing  or  were  reluctant  to  sell  their  land  at  prices 
based  on  agricultural  value.  In  the  latter  case,  the  price  asked 
by  the  non-resident  owner  tended  to  be  far  above  the  price  that 
agricultural  returns  could  justify  in  these  areas. 

C.  Non-Resident  Ov/nership  of  Agricultural  Land 
in  Ontario: Summary 

The  following  preliminary  conclusions  may  be  made  about  non¬ 
resident  ownership  of  agricultural  land  in  Ontario: 

a)  Non-resident  ownership  of  farmland  in  the  prime  agricultural 
areas  of  southwestern  Ontario  is  less  than  i  per  cent 
with  the  exception  of  Nelland  and  Essex  counties ,  which  arc 
close  to  large  Ivm.ericcin  cities,  and  in  which  2.94  and  1.25 
per  cent,  respectively ,  of  land  assessed  as  farmland  is 
owned  by  persons  non-resident  in  Canada; 
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b)  Non-resident  ownership  of  farmland  is  comparatively 
higher  in  the  recreational  areas  of  central  and 
eastern  Ontario,  ranging  in  some  counties ,  between 
3  and  5  per  cent  of  all  land  assessed  as  farmland; 

c)  Non-resident  ownership  of  land  assessed  as  farmland 
is  5  to  10  times  higher  in  Algoma,  Thunder  Bay, 
Rainy  River  and  Kenora ,  than  in  the  Province  as  a 
whole,  reflecting  the  recreational  value  of  these 
areas;  and 

d)  Ownership  of  farmland  in  Ontario  by  non-resident 
corporations  is  negligible . 
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VII.  Non-Resident  Corporate  Ownership  of  Agricultural  and 
Recreational  Land  in  Ontario 

The  Task  Force  determined  the  extent  of  corporate  ownership 
of  properties  classed  as  recreational  or  agricultural  by  reference 
to  the  Provincial  assessment  records.  On  a  provincial  basis  it 
was  determined  that  while  non-resident  individuals  own  approximately 
165,000  or  7  per  cent  of  such  properties  the  number  of  corporate 
owned  properties  was  approximately  122,000  or  5  per  cent.  Because 
of  the  difficulty  in  determining  whether  a  corporation  is  beneficially 
controlled  by  a  non-resident  and  the  large  number  of  corporations 
owning  property  in  Ontario  the  Task  Force  was  unable  to  complete  a 
comprehensive  analysis  of  non-resident  corporate  ownership . 

However,  the  Task  Force  did  examine  a  statistically  representative 
sample  of  approximately  1600  corporate  ov/ned  properties  in  the 
counties  of  Essex,  Haliburton,  Peterborough,  Victoria,  York  and 
the  District  of  Algoma.  These  areas  were  chosen  as  being  typical 
areas  v/here  it  might  be  expected  that  non-resident  corporations 
intending  to  purchase  recreational  or  agricultural  land  might  hold 
property.  After  establishing  which  of  these  corporations  are  more 
than  50  per  cent  beneficially  ovmed  by  non-residents  on  the  basis 
of  their  corporate  tax  returns,  the  Task  Force  determined  that  an 
average  12.1  per  cent  of  these  corporate  properties  are  foreign 
owned.  This  ranged  from  a  high  of  24.5  per  cent  in  Algoma  to  a 
low  of  .5  per  cent  in  York  county.  In  Essex  the  comparable  figure 
is  17.2  per  cent,  in  Victoria  19.9  per  cent  in  Peterborough  2.4  per  cent 
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and  in  Haliburton  9.7  per  cent.  From  this  sample  the  Task  Force 
was,  however,  unable  to  conclude  whether  or  not  non-resident 

corporations  own  significant  acreage  in  these  areas  since  the  acreage 
of  the  properties  owned  by  all  corporations  in  the  counties  was  not 

available . 

Before  reliable  statistical  data  can  be  developed  on  non¬ 
resident  corporate  land  holdings  a  much  more  sophisticated  system 
must  be  developed  to  determine  the  residency  of  those  persons 
exercising  beneficial  control  over  the  company.  Too  often,  it  is 
not  possible  to  ascertain  if  a  company  is  Canadian  controlled. 
several  occasions  the  Task  Force  encountered  this  problem.  For 
example,  two  separate  studies  were  initiated  to  examine  the  incidence 
of  non-resident  corporate  ownership.  The  first  was  a  study  of  the 
holdings  of  all  major  corporate  property  owners  in  the  counties  of 
Peel  and  Halton.  The  second  was  a  study  of  all  property  owners  in 
a  section  of  Toronto,  bounded  by  Yonge,  University,  Front  and 
Queen  Streets. 

In  each  study  the  Task  Force  carefully  exam.lned  the  files 
of  the  Ontario  Securities  Commission,  the  Provincial  corporation  tax 
returns  and  the  returns  collected  by  the  Federal  Department  of 
Consumer  and  Corporate  Affaris  as  required  by  the  Corporations  and 
Labour  Unions  Returns  Act,  to  determine  the  residency  of  the  person 
having  beneficial  control  of  the  firm.  The  criteria  established  to 
determine  whether  a  firm  was  actually  non-resident  controlled  was 


whether  50  per  cent  or  more  of  the  outstanding  shares  hiving  full 
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voting  privileges  were  owned  by  a  non-resident  person. 

In  the  Peel/Halton  study  38  corporations  were  identified 
as  holding  the  majority  of  the  corporate  owned  properties.  These 
were  singled  out  for  investigation.  After  examining  the  data  available 
to  the  provincial  and  federal  governments,  as  mentioned  above^ detailing 
the  ovimership  structure  of  these  corporations  it  was  possible  to 
show  that  39  per  cent  of  these  companies  could  be  classed  as  resident 
and  8  per  cent  as  non-resident;  however,  for  53  per  cent,  the  data 
was  insufficient  to  make  such  a  distinction. 

The  study  of  a  portion  of  the  City  of  Toronto  was  also  in¬ 
conclusive  since  of  the  A3  properties  samples  79  per  cent 
shown  to  be  owned  by  residents  and  5  per  cent  by  non-residents  and 
16  per  cent  could  not  be  classified.  In  this  case,  there  were  a 
significant  number  of  trusts  and  estates  where  ownership  data  is 
not  required,  consequently  it  is  possible  that  these  associations 
may  well  be  used  to  mask  significant  non-resident  ownership. 

In  summary^  the  Task  Force  is  of  the  opinion  that  until  such 
time  as  full  disclosure  of  non-resident  holdings  is  required  by 
statute  it  v/ill  be  very  difficult  to  estimate  the  level  or  rate  of 
change  in  the  extent  of  non-resident  ownership  in  the  province. 
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VIII.  Monitoring  Corporate  Non-Resident 
Ownership  of  Land  in  Ontario 


A.  Licences  in  Mortmain  and  Extra-Provincial 


As  part  of  the  Task  Force’s  terms  of  reference  it  was 
instructed  to  estimate  the  land  holdings  and  the  market  value 
of  land  held  by  corporations  holding  licences  in  mortmain  or 
operating  under  extra-provincial  licence.*  This  matter  was 
examined  by  the  Company  Division  of  the  Ministry  of  Consumer 
and  Commercial  Affairs  and  it  was  determined  that: 

.  as  of  December  31,  1973  the  value  of  land  held 

under  licences  in  mortmain  was  $4.2  billion.  This 
is  considered  to  be  very  close  to  the  market  value 
of  the  land  since  the  licence  authorizes  the  holding 
of  land  up  to  a  certain  dollar  value  as  stated  in 
the  licence.  This  represents  an  increase  of  approx¬ 
imately  23%  since  1968 

.  of  the  total  value  of  land  held  under  licences  in 
mortmain  only  5  per  cent  was  owned  by  non-resident 
corporations 

.  as  of  December  31,  1973  the  value  of  the  real  property 
held  under  extra-provincial  licences  was  $1.4  billion. 

However,  this  represents  the  total  value  of  the 
capital  employed  in  Ontario  and  may  have  no  relation¬ 
ship  to  the  value  of  the  land  held  under  such  licences. 

Again  it  was  determined  that  the  value  of  these 
licences  increased  by  52  per  cent  since  1968. 

The  value  of  these  records  as  a  meaningful  data  base 
was  questioned  by  the  Task  Force  in  light  of  the  fact  that  only 
4,900  corporations  were  holding  such  licences  in  1973,  less  than 
.4  per  cent  of  the  total  corporations  estimated  to  be  operating 
in  Ontario  at  that  time.  A  summary  of  this  data  is  attached  in  Table  10 


*  The  Mortmain  and  Charitable  Uses  Act  prohibits  the  assurance 
of  land  to  or  for  the  benefit  of  any  corporation  whatsoever 
incorporated  "otherwise  than  under  the  authority  of  a  statute 
or  licence  for  the  time  being  in  force".  The  Ac^t  goes  on  to 
authorize  the  Minister  of  Consumer  and  Commercial  Relations 
to  issue  licences  in  mortmain  upon  due  application.  Extra¬ 
provincial  licences  are  required  by  those  corporations  which 
are  non-Ontario  corporations  bvit  wish  to  purcliase  real 
property  in  the  province. 
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B.  Monitoring  Corporate  Land  Ownership 

The  Task  Force  was  also  requested  to  examine  the  existing 
laws  dealing  with  land  ownership,  such  as  the  Mortmain  and 
Charitable  Uses  Act ,  to  determine  if  they  could  form  the  basis 
for  government  monitoring  of  corporate  land  holdings. 

1 .  Existing  Legislation 

The  Mortmain  and  Charitable  Uses  Act  prohibits  the 
assurance  of  land  to  or  for  the  benefit  of  any  corporation 
wheresoever  incorporated  "otherwise  than  under  the  authority 
of  a  licence  or  of  a  statute  for  the  time  being  in  force".  The 
Act  goes  on  to  authorize  the  Minister  of  Consumer  and  Commercial 
Relations,  in  his  discretion,  to  issue  licences  in  mortmain 
upon  due  application. 

Another  form  of  licence  is  the  extra-provincial  licence 
issued  under  The  Corporation  Act,  again  at  the  discretion  of 
the  Minister,  upon  due  application.  The  issue  of  such  a  licence 
to  non-Ontario  corporations  carries  v/ith  it  authority  to  acquire 
and  hold  such  land  as  m.ay  be  necessary  for  the  corporation's 
actual  use  and  occupation  or  for  carrying  on  its  undertaking. 

As  to  statutory  authority.  The  Business  Corporations 
Act  as  to  business  corporations  and  The  Corporations  Act 
as  to  corporations  without  share  capital  (clubs,  foundations, 
and  so  forth)  confer  the  same  power  upon  Ontario  corporations: 
to  acquire  and  hold  such  land  as  may  be  necessary  for  the 
corporation’s  actual  use  and  occupation  or  for  carrying  on 


its  undertaking. 
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The  Corporations  Information  Act,  1971  requires  annual 
returns  of  information  from  both  Ontario  corporations,  Quebec 
corporations  and  foreign  corporations  holding  either  licences 
in  mortmain  or  extra-provincial  licences.  The  specific  infor¬ 
mation  to  be  provided  by  such  corporations  is  detailed  in  the 
statute. 

2 .  Monitoring  Options 

It  would  seem  apparent  to  the  Task  Force  that  The 
Corporations  Information  Act,  1971  would  be  the  most  appropriate 
vehicle  for  monitoring  land  holdings  of  reporting  corporations. 

An  appropriate  amendment  to  the  statute  could  be  readily 
drafted.  There  would,  however,  be  a  built-in  delay  factor  in 
the  reporting:  under  the  Act,  corporations  file  their  annual 
returns  not  as  of  a  specific  date,  but  rather  within  two  months 
of  the  corporation's  anniversary  of  incorporation.  Thus,  it 
would  be  fourteen  months  before  any  kind  of  total  picture  could 
be  developed. 

However,  rather  than  integrating  the  information  as  to  land 
holdings  with  the  annual  return,  the  Act  might  require  a  special 
return:  i.e.  within  three  months  of  proclamation,  by  all  report¬ 
ing  corporations  as  to  their  then  land  holdings,  and  subsequently 
upon  every  acquisition  or  disposition  of  land  by  reporting 
corporations.  Depending  upon  the  anticipated  volume,  .the  nature 
of  the  information  that  would  be  required  and  government's 
expected  need  to  access  the  Information  filed,  consideration 
might  be  given  to  an  EDP  treatment  of  the  process. 


3 .  Summary 


The  options  available  to  non-residents  as  to  vehicles  for 
holding  land  in  Ontario  —  as  well  as  corporations,  trusts,  partner¬ 
ships  and  individuals  —  seem  to  force  the  conclusion  that  to  focus 
only  upon  corporations  would  be  an  ineffective  approach.  It  would 
follow  that  monitoring  or  control,  or  both,  is  appropriate  at  the 
land  registry  office  level,  picking  up  all  transactions,  and  not 
simply  that  one  class  of  potential  purchaser,  the  corporation. 
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VALUE  OF  LAND  AND  REAL  PROPERTY  HELD  UNDER  LICENCE 
IN  MORTMAIN  /UJD  EXTRA-PROVINCIAL  LICENCES 
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Appendix  A 


Non-Resident  CHmership  by  Individuals  of 
Agricultural  and  Recreational  Land 
in  Ontario 

Based  on  Assessment  Data 


77 


APPENDIX  A 


Explanatory  Note  on  Methodology 

In  order  to  ascertain  the  level  and  extent  of  non-resident 
ownership  of  agricultural  and  recreational  land  in  Ontario,  the  Task 
Force  examined  data  available  from  Assessment  Data  Files  for  1973. 
Three  categories  of  land 

a)  agricultural  land, 

b)  recreational  land,  and 

c)  other  rural  land 

were  investigated  on  the  basis  of: 

a)  property  assessment  (in  dollars); 

b)  land  area  (in  acres) ;  and 

c)  number  of  properties. 

Covered  by  the  assessment  data,  is  land  in  organized  territories 
(municipalities),  school  districts  in  northern  Ontario,  and  improve¬ 
ment  districts. 

A  computer  program  was  designed  to  select  properties  owned  by 
non-resident  individuals  on  a  county  and  municipality  basis.  Excluded 
from  the  list  were  properties  owned  by: 

a)  a  Canadian  citizen; 

b)  an  owner  residing  on  the  property;  and 

c)  an  owner  with  a  mailing  address  which  could  be  identified 
as  being  Canadian. 

Lands  within  major  cities  were  also  excluded  from  the  study. 

Land  categories  from  the.  Assessment  Data  Files  were  determined 
by  the  Assessable  Unit  Class  codes  used  by  the  assessors  for  each 


property . 
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The  following  is  a  delineation  of  the  Assessable  Unit  Class 
codes  for  each  land  category: 


Agricultural  Land 

F  Farm  -  improved 

FBSU  Farm  -  with  shelter  unit 

FI  Farm  -  intensive 

FIR  Farm  -  intensive  with  shelter 

FT  Farm  -  timber land 

WL  Woodlot 

RBSU  Residential  with  shelter  unit  over  40  acres* 


Recreational  Land 

LCA  Lodges/Clubs/Associations 

LRU  Private  Recreational  Land 

R  Residential  -  under  40  acres* 

RBSU  Residential  -  with  shelter  unit  under  40  acres* 

RE  Residential  Estate  in  Rural  Area  -  under  40  acres, 

provided  that  no  one  resides  on  the  property 
WF  Waterfront 

WFSU  Waterfront  with  shelter  unit 

SR  Summer  Resort 

GC  Golf  course  -  non  profit 

GCB  Golf  course  -  business 


Other  Rural  Land 
UM  Rural  unuseable 

UQ  Rural  -  not  utilized  for  two  years 

UR  Underdeveloped  rural  -  improved 

W  Wasteland 

XGP  Wildlife  areas 

XT  Timber lands 


Error  Analysis  Considerations 


1.  A  distortion  in  the  classification  of  the  land  occurs 
when  agricultural  land  has  been  subdivided,  but  not  yet 
developed.  In  this  case,  the  land  is  classified  as 
recreational  rather  than  agricultural. 


*  For  the  purpose  of  the  study,  the  Task  Force  assumed  that  residential 
properties  under  40  acres,  and  not  within  cities,  vjere  recreational 
properties . 
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2.  Uncalculable  land  refers  to  properties  for  which  acreage 
values  were  unavailable.  Because  of  this,  land  area 
figures  are  lower  than  they  should  be  by  18.7  per  cent. 

3.  Mailing  addresses  for  assessment  notices  v/ere  used  to 
identify  non-resident  owners  of  land.  Non-residents 
would  be  missed  if  their  assessment  notices  are  sent  to 
someone  domiiciled  in  Canada. 
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APPENDIX  B 

PRICE  WATERHOUSE  AND  CO. 
COMPARISON  OF  COSTS  OF  HOLDING 

RECREATIONAL  PROPFRTTFc; 

ONTARIO  RESIDENTS  VS.  U.S.  RESIDENTS 


Salary  income  of  purchaser 


Case  A:  Ontario  resident 

Cost  to  Ontario  resident  of 
acquiring  and  holding 
recreational  property  in 
Ontario  (20%  land  transfer 
tax  not  applicable)  - 

Cost  of  property 


Assumed  annual  carrying  costs 
(not  deductible  for  Canadian 
tax  purposes)- 

Average  annual  loan  interest 
Property  taxes 


$13,000  18,000  25,000  30,000 


$20,000 

30,000 

40,000 

50,000 

$ 

921 

1,382 

1,843 

2,304 

200 

350 

500 

600 

$ 

1,121 

1,732 

2,343 

2,904 

Case  B:  U.S.  resident  -  no  20%  land  transfer  tax 


Cost  to  United  States  resident  of 
acquiring  and  holding  recreational 
property  in  Ontario  prior  to 
April  10,  1974  - 

Cost  of  property  (20%  land 

transfer  tax  not  applicable)  $20,000  30,000  40,000  50,000 


Assumed  annual  carrying  costs 

(deductible  for  U.S.  tax  purposes)- 

Loan  interest  and  property 
taxes,  as  in  Case  A 
Less  U.S.  income  tax 

savings  attributable  to 
deduction  thereof 


$  1,121 

213 


1,732 

2,343 

2,904 

381 

619 

881 

1,35] 

1,724 

2,023 

After-tax  cost 


$  908 
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Salary  income  of  purchaser 
$13,000  18,000  25,000  30,000 

Carrying  costs  expressed  as  a 
percentage  of  Ontario 

resident's  costs  (Case  A)  81.0  78.0  73.6  69.7* 


Case  C:  U.S.  resident,  subject  to 
20%  land  acquisition  tax 

Cost  to  United  States  resident  of 
acquiring  and  holding  recreational 
property  in  Ontario  after  April  9, 

1974- 

Cost  of  property  - 

Purchase  price  $20,000  30,000  40,000  50,000 

20%  land  transfer  tax  4,000  6,000  8,000  10,000 


Total  cost  $24,000  36,000  48,000  60,000 


Annual  carrying  costs  - 

after-tax  cost  of  purchase 
loan  interest  and  property 

taxes,  per  Case  B  $  908  1,351  1,724  2,023 


Add  - 

Average  annual  interest 
on  loan  acquiring  to  pay 
transfer  tax 
Less  - 

U.S.  income  tax  savings 
attributable  to  deduction 
thereof 


Add  - 

Amortization  of  cost  of 
land  transfer  tax  over 
10  years 


Total  after-tax  cost 


•308 


460 


614 


767 


59 


249 


101 


359 


153 


461 


215 


552 


400 


649 


$  1,557 


600 


959 


soo 


1,261 


2,310  2,985 


1,000 

1,552 

3,575 


Carrying  costs  expressed  as  a 
percentage  of  Ontario  residents 

costs  (Case  A)  1.389  1.334  1.274  1.231-* 


*  Note:  Based  on  additional  calculations  made  by  us,  it  would  appear  that 
these  percentages  v;ould  be  essentially  the  same  at  the  indicated 
income  levels  for  carrying  costs  on  properties  with  a  wide  variation 
in  cost. 
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As  noted  in  the  following  pages,  it  has  been  assumed  for  the 
purposes  of  Case  C  that  the  U.S.  resident  will  borrow  the  full  amount 
of  funds  required  to  pay  the  land  transfer  tax  (or  will  forego  a  like 
amount  of  interest  income,  if  the  tax  is  paid  from  savings),  and  will 
amortize  the  cost  of  the  tax  over  a  ten-year  period;  this  basic 
assumption  was  made  in  order  that  the  full  cost  of  the  tax  could  be 
reflected  in  his  annual  carrying  costs  on  an  assumed  10  year  amortization 
period.  It  should  be  noted  that  the  comparison  of  the  after-tax 
carrying  costs  of  oxroing  a  recreational  property  are  affected  by  the 
period  over  which  it  is  considered  that  the  U.S.  resident  will  amortize 
the  burden  of  the  20  percent  Ontario  Land  Transfer  Tax  included  in  his 
purchase  cost  of  the  cottage.  If  it  is  assumed  that  it  is  reasonable 
to  amortize  this  tax  over  a  twenty  year  period  of  ovmership  instead  of 
a  ten  year  period  (even  though  the  financing  of  the  cost  of  the  tax 
remains  set  at  10  years) ,  then  the  total  after-tax  carrying  costs  of 
a  U.S.  resident  in  Case  C  expressed  as  a  percentage  of  the  Ontario 
resident’s  costs  would  be  as  follows: 

Salary  income  of  purchaser 
$13,000  $18,000  $25,000  $30,000 


1,211 

1.161 

1.103 

1.059 

The  impact  of  the  20%  Ontario  Land  Transfer  Tax  on  U.S.  residents 
clearly  reduces  as  income  increases  so  that  the  tax  has  a  relatively 
heavier  impact  on  lower  income  U.S.  residents.  This  is  because  the  tax 
savings  attributable  to  the  deductible  carrying  costs  v;ill  increase  as 
the  marginal  rate  of  U.S.  income  tax  increases.  In  fact,  based  on  the 
assumptions  in  Case  C  it  would  appear  that  a  U.S.  resident  in  the  50% 
tax  bracket  (i.e.  taxable  income  of  over  $52,000,  if  filing  a  joint 


return)  vjould  still  have  slightly  lower  after-tax  carrying  costs  than 


<■  X I  '• 


< 


•  M 


90  - 


his  Ontario  counterpart  even  if  he  was  subject  to  the  transfer  tax. 
Using  the  purchase  of  a  $50,000  cottage  as  an  example,  this  can  be 
illustrated  as  follows: 

Carrying  costs  of  U.S.  resident  - 

Total  tax  deductible  carrying  costs- 
Purchase  loan  Interest  and  property 

taxes  $2,904 

Interest  on  loan  acquired  to  pay 

land  transfer  tax  767 

$3,671 

Less  tax  savings  attributable  thereto 

at  50%  1,836 

Net  cost  after  taxes  1,835 

Add  - 

Amortization  of  land  transfer  tax 

over  10  years  1 , 000 

Total  after-tax  carrying  cost  $2 ,835 

Carrying  costs  of  Ontario  counterpart  (Case  A)  $2 , 904 

The  same  situation  holds  true  in  the  case  of  the  other  examples  set 
out  in  Case  C. 

These  calculations  have  been  of  necessity  based  on  some  rather 
arbitrary  assumptions  (with  which  the  Task  Force  has  concurred) ,  and 
hence  can  only  be  regarded  as  an  estimate  of  the  comparative  costs  of 
owning  recreation  property  in  Ontario  based  on  the  validity  of  these 
assumptions.  Furthermore,  it  should  be  noted  that  the  estimates  herein 
do  not  reflect  the  possible  impact  of  capital  gains  taxes  on  a  future 
disposition  of  the  recreation  property;  the  tax  position  of  an  Ontario 
resident  vis-a-vis  his  United  States  counterpart  on  such  a  disposition 
could  vary  significantly. 

We  trust  that  the  estimates  and  comments  thereon  will  be  of 
assistance  to  the  Task  Force,  but  if  Vv'c  can  provide  any  additional 
inform.ation  we  sliall  be  glad  to  bo  of  help. 
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PROVINCE  OF  ONTARIO  COTTAGE  STUDY 
ASSUMPTIONS  USED  IN  CALCULATIONS 


1.  Levels  of  income,  cottage  purchase  prices  and  annual  property 

taxes  were  assumed  to  be  as  follows: 


Purchase  price* 


Salary  income 
of  purchaser 

Without  land 
transfer  tax 

With  20%  land 
transfer  tax 

Estimated 

property 

$13,000 

$20,000 

$24,000 

$200 

18,000 

30,000 

36,000 

350 

25,000 

40,000 

48,000 

500 

30,000 

50,000 

60,000 

600 

annua 

taxes 


1 


*  This  range  of  purchase  prices  would  appear  to  reflect  the  current 
price  that  would  have  to  be  paid  for  an  "average”  cottage  (i.e. 
two  or  three  bedrooms  with  100-200  feet  of  frontage  on  the  water) . 
Based  on  information  obtained  from  real  estate  dealers  in  these 
countries,  such  properties  might  cost  from  $25,000  to  $40,000  in 
a  place  like  Essex  County  and  from  $20,000  to  $30,000  in  such 
places  as  Algoraa  County;  however,  in  both  areas  prices  vary  widely 
depending  on  many  factors,  such  as  location  of  the  property  and 
services  available,  and  hence  it  is  difficult  for  dealers  to  quote 
an  "average"  price. 

Similarly,  although  exact  figures  could  not  be  obtained,  real 
estate  dealers  indicated  that  the  estimated  property  taxes  shown 
above  would  be  representative  for  properties  in  the  particular 
price  ranges  and  areas  selected. 

2.  It  was  assumed  that  the  basic  purchase  price  (excluding  the 

20%  tax,  if  applicable)  would  be  financed  as  follows: 

40%  cash  down  payment 

60%  by  way  of  a  loan  -  interest  payable  at  13%  per 
annum  (compounded  semi-annually) ,  to  be  amortized 
over  an  arbitrarily  selected  period  of  ten  years. 

In  addition,  it  was  assumed  that  the  United  States  resident 
would  borrow  the  full  amount  required  to  pay  the  20%  land  transfer 
tax,  and  that  the  loan  would  have  terms  similar  to  those  outlined 
above.  (This  assumption  was  made  in  order  to  allow  the  full  cost 
of  the  tax  -  including  interest  paid  or  foregone  -  to  be  included 
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in  the  U.S.  resident's  annual  carrying  costs  on  the  basis  of  a 
ten  year  amortization.) 

Amounts  borrowed,  and  average  annual  interest  costs,  can 
be  summarized  as  follows: 


Basic 

purchase 

price 

Ontario 

resident 

U.S. 

resident  (after  April  9, 

1974) 

Total 

loan 

(60%) 

Average 

annual 

interest 
cost  at  13% 

Amount  to  be 
Basic 
purchase 
price  (60%) 

borrowed 

Land 

transfer 
tax  (20%) 

Total  Loan 

Annual 

annual 

interest 
cost  at  13% 

20,000 

$12,000 

921 

$12,000 

4,000 

16,000 

1,229 

30,000 

18,000 

1,382 

18,000 

6,000 

24,000 

1,842 

40,000 

24,000 

1,843 

24,000 

8,000 

32,000 

2,457 

50,000 

30,000 

2,304 

30,000 

10,000 

40,000 

3,071 

3.  The  U.S.  and  Canadian  dollar  have  been  taken  at  par  of 
exchange. 

4.  Assumptions  used  in  computing  the  after-tax  income  of  the 
U.S.  resident  (for  purposes  of  calculating  the  after-tax  cost  to  him 
of  carrying  the  cottage)  are  as  follows: 

(a)  The  U.S.  resident  is  married,  has  three  dependent  children 
and  files  a  joint  U.S.  federal  income  tax  return. 

(b)  It  is  assumed  that  he  claims  itemized  deductions  (before 

cottage  carrying  costs)  equal  to  the  statistical  average 
itemized  deductions  (as  compiled  by  the  U.S.  Internal 
Revenue  Service)  claimed  in  1970  by  all  U.S.  taxpayers 
in  his  particular  income  bracket  who  itemized  deductions 
in  1970.  (1970  is  the  latest  taxation  year  for  which 

these  statistics  are  available.) 

(c)  In  computing  after-tax  income,  recognition  has  been  given 
to  the  "average"  rate  of  state  income  tax  that  might  be 
payable  by  him.  Some  states  in  the  United  States  levy 

no  income  tax,  while  other  states,  such  as  New  York  and 
Wisconsin,  impose  relatively  heavy  income  taxes;  the 
States  of  Michigan  and  Ohio  levy  substantially  lower 
income  taxes  than  New  York  or  Wisconsin. 

The  use  of  an  average  rate  of  state  tax  (rather  than 
making  specific  assumptions  as  to  the  individual's 
particular  state  of  residence)  has  no  significant  effect 
on  the  calculation  of  the  after-tax  carrying  costs  of 
the  cottage  to  the  U.S.  resident. 
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(d)  Although  no  ruling  has  yet  been  issued  by  the  U.S.  Internal 

Revenue  Service,  it  appears  that  the  Ontario  land  transfer 
tax  will  not  be  deductible  in  computing  taxable  income  for 
U.S.  tax  purposes;  it  is  likely  that  the  amount  of  tax 
will  be  added  to  the  cost  of  the  property  for  purposes  of 
computing  the  gain  or  loss  on  a  future  disposition  of  the 
property.  Accordingly,  only  the  interest  element  of  the 
loan  acquired  for  payment  of  the  transfer  tax  has  been 
treated  as  a  tax-deductible  carrying  cost  of  the  cottage. 
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